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File No, 82-34785

AUDITORS' REPORT TO THE SHAREHOLDERS : -

Rock Energy Inc. as at March 31, 2004 and 2003 and
ed Marc

and retal garnings and casn flows for the vear e
21, 2003,

LoOuwr responsibility is to expre

nerind from incorporation on November 21, 2002 to Marc

S

it

statemernis are the respor

of the company’s managem
on these financial statements based on our audits,

We conducted our audits in accordance with Canadian geoerally accepted auditing stendards. Those
standeards require that we pian and
statements are free of material m

perform an audit to oblaip reasonable assurance whether the financial
sstatement. An audit in
osures in ihe financial statements. An aud

cludes examin test hbasis, evidence

supporting the amounts and o
accounting |

fudes assessing the
ting the overal|

inciples used and significant estimetes made by manage
nent pres

fine

o our opinion, these con 2 finangial st financial

present fairly, in

icr: of the company as at March 31, 2004 and 2003 and the results of its cperahms Vnd it cash fiows
for the year ended March 31, 2004 and reh 31,

2003 in accordance with Canzadian geners

KPrme «LpP

Caigary, Canada - Chartered Accountanis

Jung 18, 2004



MARCH 21, 2004 AND 2003
ASSETS

Currernt assels

Cash and cash equivalents

Accounis recetvadle

Prepaids ang other depoesits

Other agsets

CONSOLIDATED BALANCE SHEETS

2004 2003

$ 16,293,473 2,174,331
302,351 628,779
126,988 28,925

127,723

Progerty, plant ang equipment (note 43

16,850,536
3,313,866

Accumulated deplgtion and cepresiation {346,720} (56,3505
) 2,867,146 2,200,258

Goodwill (note 3)

2,051,867

$ 21,869,648

LIABILITIES AND SHAREHUOLDERS EQUITY

Current liabiiits

Accounts payable and a

Asset retirement ohligation (ng
Shareholders’ equity

Share capial v

-
7
I

ontributed surpius (not

[

i

Retained earnings

$ 785,582
282,080

20,281,602
48,296
474,078

4,360,000

220,609

20,801,977

4,580,609

$ 21,869,649

5,030,293 .

Approved by the Board:

Stuart G, Clark

Director

Allen J, Bey

Dirsctor



CONSOLIDATED STATEMENTS OF INCOME AND RETAINED EARNINGS

YEAR ENDED MARCH 31, 2004 AND THE PERIOD FROM
IRCORPORATION ON NOVERBER Z1, 2002 10 MARCH 31, 2003

atior]

7003

Revenues

Gil and gas revenue $
Rovalties. net of ARTC

Other income

2,368,621 %
(598,004)
195,192

782,649
{209,005)

11,532

Stock-based compensation {noie 73

1,965,802

722,528
451,882
115,283

46,296

585,176

148,779
158,571

A te B 16,197 2,867
Deplation and depreciation 290,370 56,350
1,642,556 54,867

¢
o3}
e
&

income before income axes
fncome faxes
Current {note 8}

323,253

69,783

ne
BN
o
P
o
D

Net income Tor the perjod
Retained sarnings, beginning of period

253,470
220,609

220609

Retained earnings, end of period % 474 079 $ 220,608
Basic and diluted sarnings per share ’ $ 0.05 $ 0.10

Ciidd S{ARMTES




Add: Non-cash items:
Depletion andg depreciation
Accretion

Stock-based compensation

CONSOLIDATED STATEMENTS OF CASH FLOWS

2004 2003
$ 253,470 220,608
290,370 56,350

16,197
46,296

Changes in non-cash working cap

606,333
899,191

Fiancing

CCMUTIoN snares

1 of fcans

ncests

non-cash working capitai

1,505,524

14,800,328
(250,000)
{162,831}
{756,000)

13,637,387

(1,023,779}

14,119,142
2,174,331

16,283,473

2,174.323)

Interest paid and received
Interest paid

intarest received

5,812
185,152

11,832

e In e
HOS U LU

tstemeriis,




NGCTES TO CONSOLIDATED FINANCIAL STATEMENTS

afaoin

narpoiation o No

1. NATURE OF OPERATIONS
During the year e :nded March 31, 2004 Medbroadeast Corporation (“Medbroadeast”), a TSX Venture Exchange

listed ¢ s licensing arrangems: all its operating assets, raised $15 million of new

equity £ s oil 2nd gas company, Roa:k Erergy Ltd. ("REL";. Following the acquisition,

Medbroarcast <:':hamef‘ name o Rock Energy fnc. {(the " or "Rock™ and became actively engaged

in the exploration, produ

nand development of e'.vil and gas in Western Canada.

2. SHGRIFICANT &CCOUNTING POLICIES
| consolidated tinancial statements of Rock are stated in Canadian doilars and have been prepared in
accordance with Canadian generally accepied accounting principles.

The preparation of financial stetements in conformity with Canadian generally accepted accouniing principles
recuires management o make estimales ang assum ptims that affect the reported amount of assets
s and disclosure of contingent assets and liabilities at the date of the financial statements and the
fiffer from those estimates.

raport nounts of revenues and expenses during the period. Actual r

{a} Cash and cash eguivalents
Cash and cash eguival
months or less.

are comprised of ca s‘h andd short-term investments with a maturity date of three

(b} Joint ventures

ies is conducted
hers, and accordingly, these consolidated financial statements reflect only the Company’s

A substantial pertion of the Company's oif and gas expioration and development ¢

jointly with o

proportionate interest in such activities.
[

{c} Property, plant and eguipment
nitalized costs: The Company follows the full cost method of accounting for oif and natural ga
Hion, exploration and development of peiroteurn an

i

2.

operations, whereby all costs related to the acqu

natural gas res are capitalized. costs include lease acquisition costs, geological and

{

geophysical costs, botit wroductive and

rrying cnarges on non-producing properties,

-productive wells, the cost of petroleum and natural gas produ

non ipment and o\/r'rr ad charges

directiy related to expioration and develooment activities. Proceeds from the sale of oil and gas properties
are applied against capital costs, with no gain or less recognized, uniess such a sale would change the
rate of dep!

tion and depreciation by 20% or more, in which case, a gain or [oss would be recorded,




{d

foery

: The capitalized costs are depieled anc depreciated using the
unit-of-production method based on proved petroleum and naturzl gas reserves, 25 determined by
‘*"fsed,%f consulting engineerfs, Ot and natural gas Houids reserves ang production are converted info

atural gas based on red

tive energy content. Office furniture and eguipment are

on a declining balance basis using a rate of 20%

In 2pplying
test b‘;." ::omparmg the carry tural gas
ipment to the sum of undiscounted cash flows expected 1o result ?rom Rock's

this fuli cost guideline, .‘«.om calculates its ce
properti
proved reserves. If the canrying value is not fully recovergbie. the am

comparing the carrying vaiue of property and eqguipment to the estimated net present value of future cash
flows from proved plus probable reserves using a risk free iriteresé rate and expecied future prices. Any excess

es and production e

nount of impairment is measured by

iing vaiue above the nel present value of the fulure h tHlows is recorded as a permanent impairment.

Prior to April 1, 2003, an impairment loss was recognized when the canrying amount of a cosi centre
preeeds ournt. The recoverable amo vzs the sum of the undiscounted cash fl(w‘
expected from the production of proved reserves using period end prices, plus the lower of cost or market
sts less estimated future costs for administration, financing and site restoration.

its recoverable ¢

of unproved int

sany has retroac

aduepted the new Cé
ihe new standarg, Kook

351< In acoord

sbligation ("AROC") as a tiabili
¢ gas preperiy, typically when 2
place, The associated assel retirement costs are capitalized as part of the ca
asset and depieted on a un%f—oﬁproduction method over the life of the proved reserves. Subsequent {o
initial measurement of the obligations,

i for assetl retis
vatue of an a:
obligation o res

standarg

nt s putin

G LiDIMmeT

Lis drilied or other e

ing amount of the retated

ed at the end of each reporting period 1o

efiect the passage of time and
seftlement of

~ M Eim e £ [ ,\ S + Y
adopiion of the new standard on the o

sture cash flows underlying the obligation. Actuai
rged against the ARG_ Tre effect of the retroactive
ated finencial statemenis is disciosad in note 5.

vosts iricurred on

incore taxes
fnco

int
from the difference between the lax basis of an asset or Habllity and its carrying vaiue amount op the

s faxes are caloulated using the Habiiity method of tax ac ing. Temporary differences arising

balance sheet are used to caleuiaie future income iax assets and Labtiities. Fuiure income tax assets and
Habilities are calculated using tax rates anticipated to apply in the neriods that the temporary differences

oo reverse,

Flow-through shares

'!m: resource expenditure deductions for income tax purposes reizied 1o exploratory and develepment
by flow-ihrough share arrangements are renounced to invesiors in accordance wilh
tion. Future tax liabilities and share capital are adjusted by the estimated cost of the
voad,




{#) Stock-based compensation
The Comipas

inloyees and directors under its stock eption
ety H(j()ﬁt"'d the
otk-hased

as, officers and dirent

cgrants options to purchase common shares to &

n accounting standard

as it applies o cther stock-based

; R ¢ by sndard, the prior period
has not been restated. Under this standard, future awards are accounted for using the fair value of
accounting for stock-based compensation. Ur
option is determined ai the time o

the aplion is recognized as an expense ang contributed

r the fair vm;* methad, an estimate of the value of the

gran‘-{ using a Black-Scholes option pricing miedel. The fair vatue of

surplus over the vested life of the ophion,

in the prior period, the Company had adopted the |

paymentis 1o non-employees and employee awards

or other assels, or are stock anpreciatio

{g} Revenue recognition
ivered to
ding opera

Ravenue from the saie of oif and natural gas is recognized based on volumes de
£ g

21y, in g and

intenance costs, iransportation. and production-based royally expenses will be recognized in the same

contractusal deliv

ery points and retes. The cosis associated with the

pericd in which the related rev

nue is sarned and recorded.

{B

-

Measurement uncertainty

The amounts recorded Tor depletion ang depreciation of property, plant and equipment, the provision for

zsset retirement obligations and the amounts used for ceiling test calculations are Dased on estimates of

reserves and/or future cosis

. The Company's reserve astimales are reviewed annually by an iz‘:depement

Il

ring firm. The amounts disclosed relating to fair values of stock of

estimaies of future volaliiity of the Company's share price, expectsd lives of op
. By their nature, these 2 i

the consolidaled fin Bme

assumpti impact on

5 are subiject (o meas ;m#ertairﬁy and th

in future pericds could he material.

{i} Earnings per share
Basic per share amounts are calout
the year. Diluted per s

average number of shares outstanding during

ated using the w

w

e amounts are calculated based on the treasury stock method whereby the
i T options.

weighied average number of shares is adjusted for the ¢

3. ACQUISITION OF ROCK ENERGY LTD..
¥ 4\}04 Rock acquired ali of the

ued and ou
[ gas company, by issuing 3,875,040 common shares
of Rock and two of the four Rock dirs

standing shares of f

g purposes, REL was identified as the acguirer

 fair

EL at historical cost
pfesenied are those of REL from its incorporation on November 21, 2002

s are a combination of R

omparative f
to March 31, 2003.




{ii; Shareholders’ equity is presented as a confinuation of REL; however, the capital struclure Is that of Rock.

{il) The cost of the purchase was $15,958,356, being the aggregate of the fair vaiue of the equity interest in
Rock deemed o be given by REL to the sharsholders of Rock and cash acquisition costs of $162,931.

The follow table summarizes the fair value of the assets and itabiiities of Rock:

Sash

ibie ang other asseis 270.875..
(788,737)
250,000}

2,570,399
$ 15,988 256

Accounts receiy

AT the time of the acquisiiion, M ad approximately $35 million in iax loss carryforwards and other

ceductions. While management belisves th.:se ioss carryt

crwards and other deductions have economic value, this
ecoromic value could not be recorded as a future income tax assel because it was not probable that the future
realized. Accordingly, the excess purchase price was retorded as gooowill. As it becomes more

likely than not that such fulure tax assets wil] be reall

tax.asset would be

ed, they will first be recognized as a reduction of recorded
i has been reduced 1o j;ni[ and thereafter as 2 redmhon to income fax expense.

goodwill untit such goods

4. PROPERTY, PLANT AND EQUIPMENT
Petrolewm and natural gas propertiss $ 3,238,732 $
Qther assels 75,134
3,313,866 2,256 608
{346,720) ] (56,350
$ 2,967,146 $ 2,200,258

Ag

mulated depletion ang dep

1 31, 2004, 3262.478 (2003 $nit} of administrative costs relati
25 Were <:a;3r-;a!;zer as part of property, plant and eguipment.

2004

2004 Rock is committed to spend $O.*‘w miltion (March 21, 2003: $1.1 mitlion) on drilling
aciivities befere December 31, 2004 and $1.2 miilion {(March 31, 2003: $1.2 million) on
ies before December 31‘ 2008 in order o satisfy flow-through share

and expioralics

drilling and exploration act
commitments {see note &)

.

5. ASSET RETIREMENT OBLIGATION

ve April 1, 2003, the Company adopted the new Canadian standarg for asset retirement obligations.

i standard requires the Company to record the fair value of asset retirement obligations as a liability

tincurs the fegal obligation,

in the period in whi




1

I
O

of this change i accounting policy has been recorded retroactively with restatement of prior period.
y

Formd oy
[

The effect on the prior pericd of adopting the new standard iz presented below as increases {decreases):

Balance ’ .
Asser refirement costs, included in property, plant and equipmen ’ % 229,547
Asset ratirement obiigation 232,414
Future site resioration {7.381) -

Accretion % 2,86
8

Deplation and depreciation on asset retirement cosis {1.85
Amwortization of future site restoration liability . (7,381}
income impact 5,36

resuit from net ow terests in petroleum and natural gas assets

systems  and facilities. The Company estimates the iotal
- retirement obiigations at March 31, 2004 5
2008 and 2019, A credit adjusted risk free rate of

ant olligations.,

scounted amaunt of cash fiows required o s

ey

proximiately $512,0600, which will be incurred
w was used 16 caicuiate the fair value of the

A reconciliation of the asset retirement obligetions is provided helow:

2004 2003
Balance, baginning of period $ 232414 $
Liabilities incurred during period 33,479 229,547
Accretion 16,187 2857

Baiance, end of period $ 282,090 F

Ny
A}
N2
I
o
ey

6. SHARE CAPITAL

{a} Authorized:

Unlimited number of voling common shares, without stated par value.
300,000 preference shares, without stated per valug,

(b} Common shares issued:

COMMON SHARES OF REL NUMBER AMOUNT
ssued on incorporation : 100 ¥ 100
Flow-through shares . 2,359,800 2,358,800
On acquisition ™ 2,000,000 2,000,000

NS
<
@

issusd and ouistanding on March 31, 4,360,000 4,360,000

se of warranis 500,000 700,000
fssued and outstanding as al January 7. 2004 . 4,860,000 $ 5,060,000




41 ROCK
COMMON SHARES OF ROCK NUMBER | AMOUNT

3,875,040 5,060,000

135,939 15,795,425
827) - {55,391)
low-through share renouncemen (518,432)
ding as et March 31, 2004 8,993,152 % 20,281,602

ruw'e tax effect of

ed and outsten

flect the SJ for 1 share conselidation which was effective

of shares has been restated to re

roundes

2004, Fractional fhr*% have t

{4 in la
$2.000

st of the purchase of

Guired comipany.

(i in March 2003, 300,000 warrants to purchase 300,000 commen shares of REL were issued {o four
officers of REL. The warrants had an exercise price ¢f $1.40 per common share ang were exercised prior

1o their expiration daie of January 21, 2004,

{ivi In accordance with the terms of the share consolidation, shareholders holding 1,000 or iess pre-
censolidated common shares redeemed their shares for cash based on the value of $0.1129 per pre-
consolidatesd share.

Company renau

reseurce expenditures on

comipanies. Substantially al!
of the Company.

tanding.

e shares wer

{c} Stock options

Tre Company 7

s a stock option plan {the "Plan”) under wh
emplovees for the purd

Vit may grant options to directors, officers and

wase of up to 865,617 common shares. Options are granted at the discretion of the

rectors, The exercise price, vesting period and expiration period are also fixed at the time of grant

bozrd of

On January 8, 2004 options were granted 1o acquire 418 848 common shares at $3.39 per share. The *\mons vest
vearly in one-thisd tr

[ date an¢ expire one yesr f er vesting.

{d} Per share amounts
grage number of commaon shares outsts

1 during the year ended March 31, 2004 of
2 2,161,542) was used 1o calculate eammgs per share amounts, To calculate fu

y diluted
COMTIGn shares ciftstandmg, the treasury method was used. Under this ",ethod, m-the-ma(‘:ey aptions are

e of March 31, 2004. As
to calculate fully diluied

assumed exercised and the procesds used to repurchase shares at the vear end
at March 31, 2004, an addition

52,652 (2003: nity common shares were used
S pér share,




7. STOCK-BASED COMPENSATION )
< Options granted tw both employees and non-employees after March 31, 2003 are sccounted for using the fair
valug methad. The fair value of common share uptmns ranted in the vear ended March 31, 2004 was estimated
o be $326,000 as al the grant date

ricing modet! and the foliowing assumptions:

P dividend vield

stimated fair value of the options is amortized to expense and credited tc contributed surpius over the

o ve.s.tirxg period on @ straight-line basis.

On Marel 7, 2003, RE on expense for the warrants
recorded in the statement of ing . Had compensation expense been
4 Ma oh

expense was calcuiated using 2 Black-Scholes o

z-\,O;\ sutd hd\'t' been reduc 7.000. The pre forma
ion pricing imode! using the mHow‘ ;g ,ssum;;tions;

g for the ;)i‘.!i(‘:(z EH

rged, net ing

i

~
figk free interesi rete 4%
Expacied life & months
Expecles i 0%
Especied 0%
&, INCOME TAXES )

The provision for in xes in the consolidated staternents of income and retained earn aries from

the aimo that wouid be mputr’c by a; piving the expacted {ax rate 1o net income before income {axes.

was 38.12% (2003 40.62

00 P

axpactad iax rate

S6). The principal reasons for differ

“expected” e amount actually recorded are as follows:

] 2004 - 2003
Net incorme before income taxes % 253,470 $ 220,609
Statutory income tax rate 38.12% ' 40.62%
Expected income laxes $ 96,623 $ 89,611
Add )
Sieck-based compensation 17,648 -
Non-ded

juctible crown charges 93,952 34,967
€ (8411) {54,219}

aeorded tax benefits (130,02%9) (70,059
$ 69,783 b3 -

Rescurce ailow

Recognition of previ

Provision




Cuture income tax assels of g

Hities racognized on the consolidated balance sheets are comprised of
crary differences. These temporary differences are summarized as follows:

: 2004 2003
Loss carryforwards % 11,189,144 $

Property, piant and equipment . 1,751,537 257,299
Asset retirement obligation ‘ {107,533) (4,810)
Share issuance costs ' 672,029
Other . - 20,129
Caicuiated Tuture income tax asset 13,505,177 272,618
Valuation aliowan (13,505,177) (272,618}
Future income taxes

2004, Rock and its subsidiary have tex pools aggregaling $35.7 million availab
ome of which $27.4 milijon are non-capital losses. The non-capital

losses expire as follows: - N
$ 4
3.0
‘ 6.9
8.7
26409 3G
2010 . 0.4
$ 27.4
9, FINANCIAL INSTRUMENTS ‘
Roci's financial instruments included in the consolidated balance shests are comprised of cash and cash

equivalents, accounts recaivabie, er deposits, accounts pavable and accrued Hahilities and income faxes

payable. The fair values of these financial instrus

ents approximate their carrying amount due 1o the short-
ternt nature of the insiruments.

10.CREDIT RISK
A substantial portion of Rock
subject 10 nor

Counts rerﬂvzzble are with customers in the oil and gas Indusity and are

industry credit risks.

L1 RELATED PARTY TRANSACTIONS
During the vear ended March 2 2’)\,4, Rock:

s of $77,430 12005 - $73,224} t0 a director and former officer, and

z’a} paid consulting |
) paic interest, fees and loan principal of $237 638 {2003 - $44,306) 1v a sharehioider.

Re;eranc;e is made {0 notg 6.
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WHEN MANAGEMENT SELECTED

THE NAME ROCK ENERGY THEY WERE
SUGGESTING MORE THAN SIMPLY THE
EARTH'S FORMATIONS THAT HOLD
HYDROCARBONS. THEY ALSO WANTED
PEOPLE TO KNOW THAT THIS IS A
COMPANY BUILT TO LAST, FOUNDED
FIRMLY ON A ROCK SOLID FOUNDATION.
UNDERPINNING ROCK ARE THE FOUR
CORE PRINCIPLES:

FOCUS, BALANCE, INTEGRITY AND VISION.

ROCK ENERGY INC.
ANNUAL REPORT 200¢
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INTEGRITY IS THE RIGHT PEOPLE DOING THE RIGHT THINGS THE RIGHT WAY FOR THE RIGHT REASONS.
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K 10
MESSAGE
rst vear for Rock Energy has been cheracterized tsy signiﬁcan amp nts, and the continued
it of opportunities. During this foundational yes systems, the vision and

1 into the future.

the strategy that will support our gro reh for the appropriate

roug out our d

didate, we have laid-fhe foundation 1o rapidiy assi 15 ance acquired.

sale & company in itself

ogrovand s

iy time, the clear trend was the emergence of 2 cluster
fal g:uwéng to B

£ 5,000 boe per day ce
z&. This acdvantage would aliow us t

at

o
D
‘§
E»)
)

harvest’ and in the pfcww generate

premiu urris for our shareholiders,

This strategy beging with acquiring and buiiding & signific

in my predeceass

¢ asset base using an approach that worked s¢ well

ference for Rock is our

3w COMm pdm Avid Oif snd Gas. However, the s»gmfu.ar and s’r“iegl

pian 1o grow the 10,000 1o 12,000 bos pe

> a porticn of that

o ground 2,000 boe per and growing it again, retaining the same
ing this first period noon butlding that foundation,

operations, our fgcus has b

ether the ieam and developing ¢ port this strategy. And the chelce of our name

ok Energy - was d vision 1o be ¢

ROCK SOLID FOUNDATION

The Rock story begins with the knoy

ze and experience we've gained in the past. We wanted to take what

had worked well Tor us at previcus companies and improve on those things thal we knew we could do belter,

Our initist transaction was 1o scquire @ small producing property from vy in return for an

postiion in Rock. This formed the first cormersione in our foundation - our base cash flow. Our secend
cornerstone was Lo take Roc k public and provide greater access Lo capital (1o execute our strategy} and provide
iquidity o

sharehs

- the public vehicie. This wes accomplished
Medbroadceast Corporation in January 2004, An added ber

through the iransaction w
ailability of over

to the transaction was the a

tax pools, which will halp

enhance acquisition programs.,

fese fransactions, Rock was owned :

Dere by management and duector

17.8 percent by

vy, 7.8 percent by the original Medbroadcast ¢

er

shareholders, and 48.4 pereent was disp

wp of mstitutional and relall investors.

Hi1s shareholder base (s another cornerston: sur foundation,

gnsuring the commitment of management and a broad distribution o astule invesiors.. Concurrently, we
ihat provided lig

i

Hity for cur maior shareholder, Storm Energy, without impacting the

rerpaining shareholders.
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One ot the benafits of having heen through 2 cycie or
i ving the impediments that can i

We knaw that if we wanted

the Company io @ production ievel of 10,0

,‘;u{} oz per day, we wo need the land,

to support that
3 process of gr wih as we inst
zl cornerstore. Mow, with our fo m::;m(m set, and our infrastructure

Fadministrative syst
/. So rather than slow the

d the these systemns, we have put

ROCK SOLID VISION
One of other key bene
time you know where you are

ding & company baset on g plan you have execuied before is that

Our vision for Rock is wery sp—emfac. Our plan fo* the next year of

grations i

Company fromm 180 boe per day to approximately 2,000 boe per day. In order 1o

ated west of the fourth meridian, wh
est Saskalchewan. In Ociober
ssrogts expioration program in cur core area of focus. To date we have

i these

is on properties

1 exiend our arifling efforts inlo 5o
1 our gras

4
23

a land position of 8,500 acres with an exploration portislio of seven prospecis

prospects wiil hegin in August. Al the samie time we'll continue 10 focus on sea

fu

cash balances,

acquisition in the range of 1,000 to 2,000 poe per day. This will be
tional equity.

bank debt and possibly ad

During the next three v

515, we wiil ¢

ntinue to build on the initial assets and re-deploy & greater portion of
and sixth mendians. Once we reach
eH a significant

out cash fiow 1o deveiop ionger life, desper reserves west of the fi
10,000 10 12.000 boe per gz

e 1o provide a tax effective return 1o our sharzholders. As a rasuit. ihe Company will

of production, mos iy in the fifth year of operation, we'll

er day of Rock’s production, and the same meanagement team will begin the

refain approximataly 2,000 bos

process of bu . buiiding ting once again

ROCK SOLID TELM
One ot Rock's preatest strengths is its management team, The team was carefully
brings a significant wealth of knowiedge and experience to Rock. Their character, commitment, competency and

selected and each individual

chemistry forms the layers of the rock that help establish our foundation. Cur team undersiands the cyclical nature

of the oilpatch. It 1s not new to them. They have valuable experience working at large o and gas companies and

early capable of providing the expertise necessary to grow our Company, not just once but several times.
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things

w0
=

o+

IS pawer in o

fand they can accomplish g

1. | have always al a eam of people can not only take on c&p-;:)(zr-.mi’ses as

.

, this kind of team attracts new opportunities. Rock has that kind of team.

l“dt s and qualific

i in school
gn we put ou
ure we approach. in addition,

ions aside, our ieam has a special qualiy

It is theiy entreprenaurial st This was extremely imporiant v

feam t(:w‘hr' and we know that this guality will surface with each new vend

wiil &lse

sure thal cur four core principles are aiso embedded in the Company as we grow. These fou
z the pitlars of our operation. Thay are:

Focus ~ We will {ocus our efforts on adding vaiue through cur core strengihis

Balapce - We will ¢ e balance of

affortiresult

fniegrity - We bef

npay

Yision - We

> @ shared vision unites a group of and shape the future

these principles wi

P complemeant our strategy and also p’o/ms oul tedim with the framework

ow the Company with a clear long-term strategy whil v business decisions. We

ave worked hard and witl continue to do 5o as we est what we have

The fundamenial eles place; now we will use these elements o increase

e 1o thank ait of our sharehoige

srward 1o meeting and exce 2 your expeciations as we

Exscutive Officer
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MANAGE \/IFNT TEAM

ALLEN 4. BEY, Fresient, Chinl Fxecutive
With 21 vears experience in the oil ang

ar and
stion of Avid O & Gas
er and Director until
Alierr worked for 14
ing: Assef Rationalization
iberta Gas Marketing, Senior
: Engineer,
nce degree

Professional

v, Allen Bey,
Director of Rock Energy Inc. (hv(.;m, !ws an mprosw e background, !
'L‘»'*. (Avid), which he founded and held the position of dent. Chief Exec
the company was soid to H‘Mky Ernergy Ltd, in 2001, Pricr to his involvement
years with Norcen Energy Resources Limited where he heid eral positions
ader, Manaoer of Crude Oit and Liguids Marketing, Superviser of 'ntm-,
er.. Production Engineer, Construction Engineer, Freld Eng
ont the University '11' E%rii‘;s?‘ C in 1982 with &
i al engineer and a member of

years of experiencs | gas industry. From January
it Northrock Resources,
ere he held the positions
ireer as an Afea Geologist and spent
School in 2002 and a Bachelor

ne

arta in }‘“82, \;end)f is 2 member of APEGGA

oy

}1 £9) Dmexr? 002 Sandy worked as 2 Senior Geologist in Busine
r‘rw to working at Nrrt; 1ok SL ndy spent se
4658 ger, E)’L’»&,. tion Manager and 5

Ge(:-‘oh.

SEAN E. MOORE, v

:..?'z;(u wn and O

Sean Mocre is a professi
to January 2008
Frior to his p

3 years experience in the ol and gas rlu;str» Fron: O'“tobar‘ 200
ness Unit Manager &t Vintage Pe ;
i at Vind da,v ‘>~<1' worked for ning years at Fle
nositions, uding Vice-F ent Expioration & Development, Mz 3
Md"age’ New Veriiures and Senior Pr fon Engineer. From 1989 1o 19¢
Exploration Limited where he was Petroleumn Eng ring Swupervisor and S
Zealand. Sean has alse held positions at Suncor inc. as Senior Ex*)fofzi"é
1880, Sean started his enginesring career with Domn Pmrolﬂ*
BUS L%(‘Fl§ 0 tion, Completions and Drilling
1880 with 2 B cneiu of Science {Honours} in Engin

. he was

h F-’etmc_

m ot

BETER D. SCUTTY, Vice - Fregident Fin r and Gificer
Prior to Ris curran
Directer of Absolute
ccuting the o

cial Officer, and
Peter was instrumental in
i3} managemant of the
: Calgary, He is the
former Vics-Pre ntoang Chigt ! al Officer of Beau Canad: .'.'.\;31, ) ” ang :s held various
i 1983, he began
‘ontmllers Department,
,wl(*s 2 Bad»c!uo Comm:rcb

e "’ice’-Presic’

t(" l\(")h wa

y. Prior to ni

hig career vmh Amoco Cana F froleum
Feter is a mrmber o.f the C» ra

)

ian branct

i Alberta and e
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CORE AREA OF FOCUS

ow gas, mutti-zona b
nt. As Roo

Ao

it meet
k grows. the Company will expand into higher
own on the map below.

rons. Both are ¢riteri
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MANAGEMENT'S DISCUSSION AND ANALYSIS

The foliowing
¢ s historical, f

ussion and anaiy sanagement’s assessment of Rock Energy

cial and operating resulls, together with fu ure prospects, and should be read in conjunction

olidsted financial staten

with the audited ¢

nts of Rock Energy Inz. for the vear en

ontains forward-looking statements that involve risk and uncertainties. Such information

sred reasonable by manageme the time of pr ")dra‘tl’)ﬂ Mgy prove 1o be incarrect and
& ;

€

atly from those anticipated in the statemeanis made.

Inc. ("Rook” or the “"Compeany’) was kn ibroadoast Corporation

and wag. pri ma;u) a nealth and medicas

Medbro of consumercnented

ation on the internet. At g g
ngement of Medbros

comimon share purchase

g of sharehciders on January &, 2004, shareholders spproved
nihion
the special

10 & third party and approved @ $156

which was closed in escrow in October 2003, Al Y

meeling of sharel

isition of a private oil and natural

s on January 7. 2004, s holders approved the acc
TS january 004 nold t

248 comDany, rock Energy Ltd. ("REL"), a 30 for 1 share solidation and changing the company’s name 10

. Upon completion o

he acquisition of REL, Rock became aclively engaged in the acguis

nt and production of oil and natura! gas resowces in western Canada.

gy

se lakeover

dated Com;s-a
w

-r»m,)m,hw results ar

CORPORATE STRATEGY AND CPERATIONAL OVERVIEW
Our corporate strategy is 1o grow and develop an off ar
through internal operations

natural gas expioration and

ns. Qur philosophy is to own and operaie & hi
gastern a
ugh other opportunities have besn and will be conside

the majority of eur production base. Our current geographic focus is the central

and west central Sagkatchewan

iend to expand operati
rout taking o

Erows, we i

s north and west provided we can continue o be the pperator wilh a high
risk in these typicaily more expensive operations.

acquisitions, both properties ¢

ai and eastern Alberia and west central Saskeat 1 and z‘mﬁ are in excess of |

asguisition s viewed as providing Rock wit! tion base from which 1o grow and complement ful

internat operations. We wili continue to evaluate other acouisilion opportunities over time, as

aes 1o grow and execute its business plan.




ps our internal drilling and operations

¢ with accounting and land adminisirative
cgraphic area, As operations expand, we
ent our plans.

Capital spending of $5.0 miilion has been allocated (o y generated prospects, absent of a significant

acquisition. Of {, 50% is weighted toward land and seismic expendetures The remaining $3.0 miilion

dtea drilling p

has been ailo 5f 6 - 10 wells, depending on the characteristics and success of the

nrospects. Dritling of 4 (4.0 ¢ Pt) ldr‘rm;er; rospects is expected to begin in late summer of 2004 and
ghout th 2004, The dr 1H ing program s expected to be oz mix of exp
i costs are the estimated cost of

thon andg

i

new product

tie-ins i well site facifities o bring product

expect to came on stream two to three months after dr “liif‘

fedicing River are

a of central Alberta, Rock owns two sections of lang 11,280 acras Ims property
hut in oit welt, No
'»'oug?: our 100%
that is then
our nattizal gas production
ail preduction and the facility
um

I

;
includes 6 (5.4 net) producing ail weils, 3 (2.5 aet) producing gas wells and 1 {1.0 net
rated on the property. Production is initiall

located on these lands,
arty terminal for sele. The fagiiit

disposal or ir

third parly processing plant for ultimate sale. We

@5 rom the o

h g contract eperator. Geologivally, the natural gas ¢

Jurassic,

o other companies a
TIG.7125 nety Jura

in in Octobey )()"'",

As of the date of this report, we have purchased epproximately 8,500 net unde

zioped acres for approximately
$0.8 million through land sales. Approximately 5% of this fand is localed in sast central Alperia and the
d calendar

baiance is located in west central Saskatchewan where we expect o commence drilling in the

guarter of 2004,
Production
1 MONTHS 3 MONTHS 3 MONTHS .
| £NDED ENDED . QUARTERLY
02/31764 03/2503 CHANGE

(/ /o)
85 59 23%

Gas {mciid)
Qit {bblid)
NGL {bblid)

vell that was tied-in

npleted Jurassic o v
¥ affectec by facility turnarcunds at Medicine River
%t fiscal vear from

Were acverst
in .Jun ‘.\)'33 Natu:‘z‘:s productien declings are expected o reduce production over the
Medicing

River as additional capital is not planned for this area.
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Product Prices
3 MONTHS
ENDED GUARTERLY
0373104 CHANGE
5.45
3 BENCHBMARK PRICES
Gas - NVMEX Daily Spol {USE 556 2%
Gas ~ AECO C Daily Spot {$/mef) g£17 {Z21%)
- W Sushing 1 0331) 3.80 1%
8 WTI C (USHinbl) 33.86 45
N~ Edmonton Light ($/bbl) 5(3.36 {11%);
LU8%iCdng exchange rate 0.662 15%

tion ig sold al spot price contracts,

tor contracts which ¢o

ural gas productio
ces for the fiscal year

. ?’x’odt !

Frices on a boe basis during the fourth scal quarter were about 8% higher than
iy average: however, 17% b & Tourth fisce e decrease in ofl and NGL pricas

iar against t

roover quarter was pris nadian ¢
1 Canadian do

nrice differentials between Cana

t of the strength
about i

ntad o natural ¢

aif of the decr

Revenyue
interest income eamed fr

vast majority of the Company's revenue is derived from oil and gas operations. Qther income represer

C

3 MONTHS

QUARTERLY
CINAUDITEDS CHANGE

$ 7826
$ 11,532

(AUDITED)

Gii and gas revenue $2,368621 ¢
Other inicome 3 195192 §

Dit and naturai gas revenue dropped approximately 15% i '.he four

Pguarter of 2004 from the fourth

1owhich s consistent with the drop in price realizations.

the fourth Tiscal guarter of 2004 as it

x

a;muu’ warrant comman share financi
aar as our capital program will reduce cash balances.




Rovaities
12 MONTHS

3 MONTHS
iOED

3 MONT HS

As percentage of oif and gas revenue

4 G33104 Y QUARTERLY

(AUDITED) {UNAUDITED (UNAUDITEDS CHANGE

$ 598,004 & 188367 ¢ 209005 (10%)
25.2% 28.3% 26.7% 5%
825 § 11is % 12.56 (12%)

Per noa $

Rovaities for the fourth fise quarter of 2004 were hi

corvipared to the fiscal year '\mx.,ny because the fourth

fiscal qua

for all of calendar 2003, Rovaities for the year also ben

rat came on production in October 2003,

Going forward,

fourth quarter

Operating Expense

12 MONTHS
ENDE?

AUDHTED)

3 MONTHS
ENDED

{UNAUDITED)

aétcw adjustment
for the re-completed 13-4

3 MORTHS

ENDED
03 GUARTERLY
{UNAU CHANGE

Operating expense $ 451,882
& ; % 6,99

. ; -

110,715

636

£

$ 158,571 {30%)
$ 9.60 (32%}

improvems operating expense iv largely allribuied o 2

ocessing arrangement that were put

| party pr

n, ulitity Fproces sty were als

on a per boe basi g River pi e heen

oper

production ¢

General and Administrative (G&A) Expense
in October 2003, we increased
{in the third fourth guarters of fiscal 2004),
dev !opm ent initiative. At that time, we began to cabitalize e

our number of
and

L including certain salaries and related overh

1R MONTHS

in piace late
fower quarier over

budge

reain

new Lo

n the

.*r.
’.)‘
s
L)

staft from four {in the fourth quarter of fiscal

(G&A gxpenses based o
iead costs.

3 RONTHS

arrangemeant and a
of 2003, In

guarter

goanets
g, aper

rease primarily due to natural

2003) to seven

primarily 1o undertake our grassrools exploration and

sonnel invelved

3 MONTHS

ENX:E" DED END'-”D
5 ) GUART
(BUDITES 6} CHARGE
Gross 585,637 ¢ 352918 140%
Per boa (8.1} 1825 1358%

talized
Por boe {6:1)
Net

Per boe (6:1}

263,108
4,07
722,529
11,18

“  PH B N

» ¥

%
%
$ 12.50

¢
$
$ n/a fa
$ nia nia
$ 146,779 445%
$ 8.89 41%




he fourth fis quarier of 2004 mclu

approxi:
gporting ities. Going furward, G&A expense on an absolute basis is not expected to
uxﬂ“ ‘ent; however whien prodi

ac

interest Expense

sis acorued for year

-end

he materially
on comes on siream, we expect 16 see reduced per boe G&A cost

3 MONTHS 3 RANTHS
ENDED ENDED

& / 0331464 G323143 QUARTERLY

{LAUDITED) UNAYDHTED (UNAUIHTED) CHANGE

interest e $ 115,283 % 10,032 % ia

Per bos 6: ) $ 178 % % - nfe

i

issues. Approximately 60% of the rascurce deductions assc

terest expense ( s primarily of accrued interest incurre cenjunction w

¢

o the investors; however,

the Company has not vet spe

to all

financing charge on the amount yet to be spent. Of the $2.36 mili
; s been spent on flow-through expenditures. Angther $o.5

and $1.25 million must be spant prior to December 3
fv the remai

c with our ©a

1g fiow-thro

ar, additional interest expense will be incurred in the 2

gat

34 celendar year.

Depletion and Depreciation (D&D)
' 3 MONTHS 3 MONTHS
ENDED ENDED
104 033103

d with these financings has been r
! the fu:ms, As a resuit, Rock wili incur 2

wese fina

the flow-throug

acings
i prior to December
ents. we

spending p

©

v oshiare
nnunced

. $0.54

|

&ns;

QUARTERLY
CHANGE

D&D expense § 290,370 % 91,957 % 56,350
Per o 6:1; ' $ 449 % 545 % 341

63%

50%

for the fourth fiscal quarter of 2004 was
o @ higher capital base. New r
iy offset praduc :

The depletion and depreciation expense and bos
c;cmparec? to the fourth fiscal quarier of 2003 di

4 13-4 Jurassic oif well, whi

ear. Ina

ins‘m ent 51 cad proved pradu

ad by about 8%.

Accretion

g reserves by about 7%

primariiy due

3 3 MONTHS
SN 2 ENDED
¢3131/04 6321704 03731403 QUARTERLY
LALIDITED) SRINALITED CUNALIDTE CHANGE
Accreticn expense $ 18,197 § 4,049 % 2,867 41%
Per boe 16:1} $ 0.25 ¢ 024 % 017 41%

refirement obligation

ARG :'nay be increased over a peri{x‘} based

ab .&.,J:iorss incurred from Gr:;img W
a result




oy
el

income Tax ]

Rock hes current income tax oavabie of a;)prou"*awly $E~* 783, The income tzxes were incurred et the
¢ Lic axes in the near
future as Rock has, on a um%lma ed t,aaszs, deduction asproximatel 5.7 miflion as

subsidiary level by R

t below,

CEE $ > miliio

CDE ) & 07 million
COGPE % 2.4 miliion
yuce $ 3.0 miliien
Loss carytorwards $  27.4 million

Funds from Gperations and Net Income

12 MONTHS 3 MONTHS

ENDED ENDED
0331404 33731703 QUARTERLY
CRUDHTEDS (UNAUDITED; CHANGE
Funds from o $ 606,333 % § 279826 8%
Par boe {6:1) % 938 % ¢ 16.95 5%
Per share (shares restated o affect
30 for 1 share consolidation) $ 0.13 % $ 0.0% (56%)
Fuliy d $ 0.13 ¢ $ 0.09
Net income $ 253470 % . § 220,608 - {28%3
Per boe (6:1) % 382 % 837 % 13.38 (30%)
Per sha y afect
hare consolidation) $ 005 $ 002 % 0.07 {71%)
$ 0,05 % 002 % 0.07
We verage shares cutstanding 4,790,196 3,004,187 184%

¥y diwtecé 4,842,848 3,004,187

-

Per share amounts have been resiaied for all periods Tor the 30 for 1 share consclid
February 2004, Weighted average shares cutstanding increased for the fiscal vear 2004 and the fourth fiscal
guarter of 2004 due to the equity issue completed in January 2004 and the acuuisition of Hock Energy Lid.

4 pcourred in

sry

in danuary 2004, As a res

ner share amounts for the fourth fiscal quarter of 2004 for funds “from
I2Ya %]

operations and net income are significantly lower than for the corresponding period in fiscal 2003,

Funds from operations for the fiscal year of 2004 were $0.6 million or $0.13 per share. Funds from
cperations for the fourth § I guarter of 2004 of $O.3 million or $0.04 per
st year primarily due to higher interest income, lower royaliies and

share improved 8% over the

A

same period g ower operating expenses,

These positive impacts were partially offset by lower oil and natural ges revenues resulting from lower
commodity prices and higher G&A expenses,




Net income for the ﬁ(;(‘ai vaar of 2

2 fourth
al quarter of

on of $03.05 per share, Net ing

IS
i}

quzrier of 2004 of § er share was Z8% lower than the fourth

aspite higher funds fmm operations. Net income was reduce

c&mgjerisatwn expense for options issued during the guarter,

Capital Expenditures

3 MONTHS 3 BONTHS
ERDED EINDED ENDED
G3/31/08 63/21/04 03/31/0% QUARTERLY
{AUDETED) AINALITE {UNARUMTEDS CHAENGE
67.881 590 % €,62 {G1%)

i
&%

263,108
53,889
280,311

181 o A A D B
B R A
EAN
B
O
&

N
fomr
3
3
Py
Hr {4 o5 4R

358,580 {77,364) -
1 023,779 318,888 26,961

i gas cperations for the vear ended fiscal 2004 inslude
noof 1(0.71
2 2003 and were tied-in durir

of 1{0.75 net)

5 nety Jurassic oil well at our Medi St property.

1g October 2003, Subseguent to the fiscal

50.8 million of land has been purct tndeveioped anres o aboutl

war guarter of 2004,

zsed bringing fotal n
ted t¢ commence in the third

oo

&,500.

Liquidity and Capital Resources
Cur et worki

s

4.0 mithon {7
131,

ncing in January 2004 for net proceeds of

sapital position as at March 31, 200
; Hy of term deposits znd cas
“cmpietiow of the special warrant f

of Rock Ensergy

he increase gve

. share warrants curing December 2003 and January 2004 fo
Rock had ne debl at March 31, 2004 ($nif at March 31,2003, other than trade paywégs of 3&0.8 mittio

Y

on at March 31, 2003}

risked capital spending plan for the ca
amount about H0% s &
ects, The bal

oo, Of

itions as we work to bulld our inventory of

lendar year of 2004 is approximately $6.0
icated to land and seismic acqul

iii

nce of the spending p!an is alivcated Lo dritling and completions inciuding T:ie-—'ms and well

c facilities to bring production on stream. As we are oor

£

tinuing to bt
; weighted 1o the second haif of the calendar year, In

i¢ our prospects, this spen

e second calendar qu

~

Hin acquiring land for approximately $0.8 million s xpect to be dmléng o
2004, Given our current working capiial Q)Si!m we expect to fund this spend

i capital.

Asg part of our business plan we have been looking to acguire approximateiy 1,000 bee/d or greater of
sroguction |

our target geographic areas of central and eastern Alberta and west central Saskatchawan, If

sugcesstul, our current cay

> pian will be updated and we will Hikely nead o access other sources

of capifai {o fund the acg



ROCK

At March 21, 2004 Rock had 8,993,152 common shares put
average exercise price of $3.39 per shere.

tanding and 418,848 stock options with an

Selected Guarteriy Data
The fca!!owmq tabie provi

elected guarterly informa the quarter ended

March 31, ormation s

3 MONTHS 3 MONTHS 3 MONTHS 3 MONTHS

ENDED ERDED ENDED
SGIRH0E QHI30/03 OIJIIBLOR
{UNAUDITED) LU[’\LJ’HTE“‘] {URNAUDITED {ONAUDITEDR) UNAUDITED)
Production {pos/d) 186 1492 174 155 i85
Price reatizations ($/hos) % $ 3478 % 3525 % 37.13 % 47.40
Rovalties {&/hoe) % $ 836 % 9.73 % 754 % 12.66
Operating expense {$/boe) $ % 5. % 783 % 856 § 2.60
Field nethack { $ kY % 1752 % 2103 % 2514
MNet G&A exg 4 3 $ 190,826 ¢ 175,083 % 148779
Stock-hased o % $ $ $ 3
% 3 105.46% & 8382 0§ 111,324 ¢
Net % % k) 4001 % 57,807 %
Capital expanditures $ 3 $ 386392 ¢ 125874 % 26561
85 AT 48 AT S AT &S AT 45 &7
[#31/04 12131703 08/80/G3 06730403 GRI3LA3
Working capital ($000} $ 15065 8 2881 % 25377 % $ 2.613

s of $1.8 million related to the Rock Energy Lid. equity issues
and March 2003, These commitments are expecied to be fully

g Commitmer
7, January 2003

plan described above.

Outstamiiﬂg Share Data

There are no changes fo Rock’s outsianding share data at the date of this report. ‘

Off Balance Sheet Arrangerments
I purpose entifies nor is it party to any arrangemeant that would be excluded

|

Rock does not have any spe
fraom the balance sheet,

@

Related Party Transactions
Rock Energy Lid. completed $2.4 million of flow-through shars offerings in the year ended March 31, 20403,
Subste Iy all of the flow-through sharas were issued to officers and a director of the company.

One of Rock's cirectors used 1o be an officer of the Company and provided it the

STl

Company. Rock paid this director $77,430 (2003 - $73,224) for consuiting fees in fiscal 200

ey A &




Company $200 00 rate of 12% per annum and an
Rock pald this shareholder $237,638 {2003 - $44 .308)
as complet and the faci {

£

@ loan

ty was canc

Critical Accounting Estimates

accepted accounting
ac ined in Npte 2
nsolidated financial statements. These accounting policies are subject to estimates and ke

Rock’'s financial statements have been prepared in accordence with Canadian gener

es {GAAP), A comprehensive disc 3N L

counting policies is ¢

(‘

ae

judgme

of which are beyond our control. The following is a discussion of !l‘ze

accounting estimates that are crit inancial statements.

{ petroleum engineering consui

rESEIVES 18 8L

itable geolog
from ¢

ongl data

peconies aval tions affecting

y be classified as p

probable or po

oducsd,

rezerves will be ultim

cost meth

v of accounting for exploration and development activities,

alized costs and esiimated

s are capitali egate net £api

mant 5, less estimated salvage values, is amortized using the unit-of-production method

&

ol and gas reserves resulling in a depletion expense. The de ion exp

of unproved properties. Changes to any of these

timate of proved reserves and

Under the full cost method of avcounting, the carrving amount of Rock’s oil and gas properties cennot éxceed

the estimated netl present value of future cash flows from proved ph

can

orobabie reserves {the “ceiling test™).
Reserve, revenue, royally and operatis |

> cost estimates and the timing of future cash flows are ali

compenents of the cel

ing test. Reavisions of these estimates could result in a write down of the carrg

amoeunt of vil and gas properties.

Assat Retirement Obligs

515 associated with abandonment and recl
fiming and extent of future rstirament

2 judgment concer

current and annual expense are subjecn to future revisicns base

y anvironment,

st liming, <

. discount rates an

5

1 Stock-bassed compes: on the = of an opticn grant

g a Black-Schoies optic

on of several

g mode! requires the estim
s stock price over the life of the option,

icing modei. A B;mk Scholes pri

mcluding estimated timated oplion

ures, estimated iife the cption, e ted risk free rate and estimated dividend rate. A change to

ent related stock-based

estimates would alter the valuation of the option a

ation expense.




ew Accounting Policies and Regulatory Changes . o

a number of financial reporting and sscurities regulatory changes that were implemented in

:yaar,azxd are outlined heiow.

ja i

ating  We adopted t

new CICA Accounting G

i Gas Accounting - Full

Cost™ which replaces Accounting Guidel]
the new full cost guideline, we caicy!

ae 5 “Full Cost Accounting in the OUl and Gas tndustry™. In appiying

2

> the celling test by comparing the carrying velue of ¢il and natural

1 oequipment 1 from
carying valug is not f s measured

value above the
he adupf;m of this ne

rrying value of 'J!’ODE!‘T\" ang e

i fjrf)vc,&.; ;i;ius pro

net present value of the future cash flows is ref;:orded 45 a perman
ideline had no impact on the reporied results.

we retroactively zdopted the new CICA Handbock Section 31310 “Asset
Retxran‘xeaz Obligatd }standard. Uncer the new standarg we recognize ted fair value for

{(“ARQ"} in the period in which it s incurred as
rying vatue of the related asse
method over the lite of the proy

ty, and record a

T is depleted on &

g0 reserves. is increassd each

the p time and this a in the period.

ctuat costs incurred on settlament uf the ARG are charged

The net effect of adopting the new ARQ standard was to m:

income and r“a!"*d earnings

as acoretion was lower than the previous fulure site restora tlon charge.

adopted, effective Aprit 1, 2003, the amendment 1o CICA Handbook Section
3870 "Stock-based Compensation and Other Siock-based Payiments” standard. Under the smendment options
issued 1o amployees and dir
nting for sto

ctors un

our stack opiion plan are accounied for using the fair value of

based compensation. Under the fair value method an estimate of the vaiue of the opticn

is determined at tha Hime of grant using # Black-Scholes option pricing model. The fair valus of the option is

recognized as stock-based compensation expense and contrib ! surplus over the vested fife of the option

J

PPV
O, 2003

eplaced Ni

ENT it Sy TN
- il ang Gas Reservas

~;
CEETL izt ory har

ational instrument 51-101
Policy 2-6 {"NP 2B")
NI 51-101 reguires a higher degree of confidence in the assigniment of oil and gas reserves and includes
now reserves information is disclosed. Under NI 51-101, proved resarves &

“Standards of Disclosure for O and Gas Activities

&1

d 1o have 2
le probable
the assigned

90% ;:n‘ob‘ b
reserves are defined o have a 50% probability that the aciual reserves will equal or exceed

lity that the actual reserves recovered will equal or exceed the assigned e

nates. The revised definitions may result in negative reserve adjustments, which can impact accounting
ons such as oil and gas depletion and the ceiling tes

Business Risks

" are beyonf:; its control like all companies in the ol

¥

Rock s exposed to a number of business risks. some of whi
v. The

exploration I production industn :9¢ risks can bie ¢

financial ang reguiafory




renerating, finding and developing, and acguinng oil and gas reserves on an
acq
ing produc

ECONOIMIC rights}), reservoir production

;1%3”0)‘!?12 # empioyones ng contract services on 2 cost

sffective basis. We atfempt to 5 by employi e staff and operating in areas

Ot We QLSO able

g full t
rh thp and atcoun

Grage

ihe current thJ" of "pa'cm
any has o tssourced it

in-house as activity leveis pick up. Currently Rock

sales a

1o land in its desired areas through |

same area. In addition we ars attempling to acquire oil and gas operamons; hOWGW;-i Rock wiil be compe
against many other comp rany of which will have greater access As 2

y be dithoult given the hi
s this risk by izing exsting rale

,HHI’\;: ac

serencl

st rates, all of which are
igate these

Iy we have net us

cnment. The

y Rock has no long-te
bt 1o fu

access equity markets to f

leve

vironment, We aiso intend

kets will be determined by many factors, many of w

"~

ipally environmental in nature, The Company has pu

is subject to various regulate ly 1i5K5,

hese risks. The

current environmental legisiation.

Reserves

rom & Associates (“PLA"L PLA has
reserves as at March 31, 2004 have been evaluated in
ember 31, 2002 dig not f¢
ns between the two re , may be difficuit. We

Rock's ressrves have been independently evaluate
evaluated these resarves
o with NI 51-101.

Ly Paddock Lings

st

inception. Ti

w this

us reserve report g

dig follew NP 2B, As a result reserve and value compariso

nave used proved plus 5

isked probabie reserves as et December 31, 2002 in our comparison to proved

orobabie reserves as at March 31, 2004,

ving tables provide a reconciliation of-the reser an the two resarve yeports. Al of Rock’s

proved reserves are proved produ

n Ni%1-10% raquz:’ee reserves 1o be reconciled on a net ba

after nyzl nierest ("net
which
interest

5 O

a war

18 e reserves on both 2 working

interest” reserves ai year-

¢ following table is & recen

2004 using PLA's or

£

cing and cost est



RECONCILIATION OF COMPANY WORKING |

FURECASYT PRICES aND COSTS

5 BY PRINGHWRL PRODUCT TYPE

Oil AND NGL

GAS

EQUIVALENT BOE

GROSS GROSS GROSS

PROVED PROVED PROVED

GROSS GROSS PLUS GROSS GROSS PLUS GROSS 4ROSS- PLUS

PROVED DHROBABLE  PROBARLE BROVED  PROBABLE  PHOBABLE PROVED  PROBAALE  PROBABLE

FAETORS wBE (MBEL)  MBBL) aMen) (MMCFY  EMMCP) (MBOE  (MBOD {4BOE}
December 31, 2002 & 58 413 1,320 124 78 654
Technical revisions 4G 5 48 131 70 34
Discoveries &7 & 53 116 13 G 85
Frodustion 0 {42} {234) G 0 81
March 31, 2004 113 439 1.250 268 158 562

Note:

(E¥s

i

foliowing

PLA'S pricing

wis prepaet

RECONCILIAY

P OF COMPANY RET INTEREST RESERVES 4

“Net interest” ras

FORECAST PR

Gil AND NGL

EGUIVALENT BOL

NEY

PROVED

NET PLUS

PROVED

NET PLYS

NET
PROVED
PLUS

NETY NgY

g SROVED  PROBARLE  PROBABLE PROVED  PROBABLE  PROBABLE PROVED  FROSABLE  PROBARLE

FACTORS (MBBL) (MBBLY  (MBBL: HCE: GIMCF)  (MMCR) IMBOE;  (MBOE {MBOD
Decarn 287 46 333 1.005 85 1,100 455 6’ 516
{35) 38 3 52 101 152 {27} 5 28

B 6 5% 87 10 g7 67 7 75

(33 0 (33 (184) C {184} (64} b . (84}

271 30 361 960 205 1,165 43] 124 555




N
o

™

The following tabies sumimarize Rock's remaining

n

ng PLA's pricing and cost estimates.

of future net revenue utitiz

RESERVES
GILAMD NGL ) GRS
GROSS (MBBL} NEY (BB} GROSS (MMCF) NET (MMCEY

2

oy

Iy ey
& 271

32¢€ 273 1,250 860

326 271 1.250 260

bable Additional 113 G0

Y
al Proved Plus Probabie 439 361 1,518 1,165

NET PRESEINT YALUE OF FUTURE NEY REVENUEZ

AL TRAXES
2 AT (% PER

AFTER INCOME TRRES
R} BISCQUNTED AT (%% PER Y

0 A § 10 15 20 @ B
£S5 CRVEGORY (G000} {H0GH CEOG0) (360 (KOO0} {EO09) (B0

14

E000;

RE:

Froved

omg 8051

4,279 3767 8051 6,140

4,279 3,787

(&3}

Ng
1 Provad

Deveioped 8081 6,140

ved Undeve
1 Proved

10,064 7,370 B265 4918 4269 10,064 7370 5865 4,918 4269

Coste)  The following talles summarize Rock's
tumes along with the value of future net re

s}

es posted at or near March 31, 2004 with a

prirt Alar Pra
ang el rrg

Vaive (Lo Fricas

remaining oil and gas reserve ue utilizing PLA's pricing based

on benchmark reference pric strents for oil differential and

neating values applied 1o arrive at a company average. Capital and operating costs were not inflated.




2% ORGC

RESEZRVES CATEGORY

i Producing

: Non-Producing

RESERVES

QL AND NGL

GAS

GROGS MBBL

NET (MEBL)

GROSS {MMOF:

NET (MMCF)

859

Total Proved Developed

Proved Undeveloped

Total Proved

le Adgditional

Proba

268 1,250
269 1,250
82 2

us Proba

Total Proved ¥

._.
.
m
IS

BETORE (MO

AFTER INCONE TAXES
DISCOUNTED AT (% PER YEAR)

DISCOUNTED

20

0 & e 1% 20 3 ] 10 1%
(£000) {30002 (GUGB1 {5000, (30003 ($000) {3060} (SO0} (3OO0 (5000!

Proved

Non-Progug

9,306 7.37¢ 5,151

6,151

8]

5,308

Total Pro
Deveioped
Proved Ungd

9,306 7379 6,151

£,208

fouet
A}
[ea]
Py

Total Proved

Probabie A

6,151
1,121

5,308

Total Proved
Pius Probable

7,272

6,192




Pricing Assursptions
The follow

oTatar=
2006

2007
2008

2009

2012

venchmark prices

and Costs evaluation andg th

ates and exchange rates were used by PLA for the Constant Prices
s and Costs evaluation.

SUMMRRY GF PR G ASSUIPTIONS
3 OF MARCH 31, 24004
CONSTANT PRICE AND LOSTS

EDM QN
PAR GIL PRICE
40 L9
(CLNG/BRLY

3 4974 %

NGL
{CONS/BRL

& 4179

SURBLARY OF PRICING AND COST RRTE ASSURPIIONS AS OF MARCH 3%, 2004
FOREGAST PRICES AN COSTS

Ol NGL

EHEONTON
ENCE
FRICE

COST

INFLATION
RATE

{SVEARY

CROMER
20 AP
($/BBL

CONAS

PROFANE EXCHANGE

Iy

39.93

N

N

[CRENY

"

3

o
s
e

il

o

2
N

NN

[a]

o0
o
wm

SR AV

A

(AN

AN

N
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MANAGEMENT'S REPORT

To the Sharehoiders of F%eak »ncrg} inc.
Tre

firancial st

ranagament in accordance with appropriately
niing principles in Canada. Managz ment has used estimates and careful

ek Energy 'nc. were prepared by

aleot

Lot

4 gene

1%

judgment, particuiariy hose circumstances where lransactions aife
information not known for certain unti

in this annual report s cong

= current periods are dependent on
nd operational information contained

ial statements,

a future period, The financial a

iat repo in the financ

Compan
assets are properly

;

i maintainad

ared within

nts heve been prej

k<]

§ SUMIMarized

shareholders have cenducied an ind nination of the corporate
The Audit Commitiee

ement has 1'u\f§!led its

BXRIESS

weir opinion on the fina

I management in order io cele

r¢sponsibily
finar

ants o the reconmen on of the Audit Cc:xz'rzmiﬁee.

xﬂ/ ¢
Alien J. Bey

Fresident and Chief Executive Officer
June 18, 2004




AUDITORS' REPORT TO THE SHAREHOLDERS

balance shests of Rock Energy Inc. as at March 31, 2004 and 2003 and
ne and re

Q)

nad earnings and cash flows for the year ended March 31,
on November 21, 2002 to March 31, 2003, These financial
agement. Qur responsibility is to express an opinion

Cr_oma?.io

-
FR0se

with Canadizn

ierally a0

5]

> Dian ¢

ST to obtain reasonable assu

statements meaterial mi An audit includes examini

a2 test hasis, evidence

ratemnents. An a

also inciudes assessing the
¢ and significant estimates made ’r;y management, as well as evaiuating the overall
sment presentats ’

;p(:»;'img the amounts and discliosur

J

accounting principles use

salida

spinion, these ¢

present fairly, in al

he company as at March 31
2004 and the g
in accordance with Canadian generally ao

4 the results of its operations and its cash flows

ar ended March | ation on Nove

March 31,

KPmme¢ P

Calgary, Canade Chartered Accountants
June 18, 2004

g i,




MARCH 31, 2004 AND 2003

ASEETS

Current assets
Cash and cash equivalents
Ascounts

Prepaids and other deposits

:ceivable

Cthar assets

2004

CONSOLIDATED BALANCE SHEETS

§ 16,293473

302,351
126,989
127.723

2,174,331
-

B e
Do,/ /9

29,925

epreciation

16,850,536
3,313,866
(345,720)

2,830,035

Al

ra

5

Ty O
A N
&

&0

2,867,146
2,051,967

[ ESS]
RS
S

15
[o4]

$ 21,869,649

:_fl
ol
(€3]
&
o
B
Wi

Accounts payable and accrued Habilitie

o

Asset retirement obligation {note 5)
Shareholders’ equity

4
o

Retained aanungs

ngs

$ 785,582

282,080

20,281,602
46,296
474,078

20,801,977

$ 21,869,649

5,030,293

Approved by the Board:

Yy .

( /’///// / e //
Xl A
Ay 4

Stuart G, Clark

Lrrector




THLA A

CONSOLIDATED STATEMENTS OF INCOME AND RETAINED EARNINGS

YEAR ENDED MARCH 31, 2004 ARD THE PERIOD FROM
INCORPORATION ON NOVEMBER Z1. 2002 T MaRCH 31, 2003

Revenues

Cil and gas revenus

Koy

. et of ART

Other Income

2604

2003

$

2,368,621
(598,004}
195192

sral and administr

inferest

Siock-based compensation {(note 7)

Accretion {riote

reciation

1,965,809

722,528
451,882
115,283
46,296
16,197
290,370

1,642,556

5,250
364,567

Current (note 8}

323,253

69,783

s e for the period 253,470 220,609
Ret | earnings, beginning of period 220,609 -
Retained earnings, end of period % 474 .07% 220,609

Basic and diluled sarnings per share

€.05




YEAR ENDER MARCH 31, 2004 AND THE PERIOD FROM
INCORFORETIOR GN

FEBIBER 21, 2607 1O MARCH 31, 2063
by {used in:

i€ period

Neon-cash items:

CONSOLIDATED STATEMENTS OF CASH FLOWS

2004

003

$ 253,470

7 290,370
. 16,197
46,296

Changes in non-cash working capi

606,333
899,191

Finencing

ssuance of common shares

wnt of loans

1,502,524

14,800,328
(250,000
{162,931
{750,000)

n3
L
o
Q2
3

fnvesting
Acquisition of property, plant and equipment

13,637,387

(1,022,779}

fnerease in cash and cash suuivalents
Cash and cash equi

ienis, b

inning of period

2]

14,119,142
- 2,174,331

Cash and cash equivaients, eng of period

$ 16,293,473

%

Irierest paid and received

fnterest paid

riterast received

$ 5812

185.192

s
b

[5)]
[#3]
)

St o iied

financlks

<




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

L2003

. 2004 u?er,:)r'u'mca:t Corporation {"Madbro § a TSX Venture Exchange
‘or all its operat ng assets, raised $15 million of new

and gas co,.xpmy Rock Epergy Lt YRELY

owing the, arfu' ition,
ck Energy Inc. (the "Company’

d deveiopment of oil and gas in Western Can

SIGNIFICANT ACCOUNTING POLICIES
wents of Rock are stated in Ca
accepted accounting principles.

lars and have been prapared in

cial statements i conformity with Canadian generally accepted sccounting principies

make estimates and assumplions that affect the reporied amount of assels and

T ihe financial stalements and the
stimates,

e daie

disclosure of conlingent assets and labilities a1

of revenues and expenses during the period, Actual resuils coulo differ from th

ase e

(a2} Cash and cash equivaients

by with & meturn

s are comprisad of cash and short-terp

months or less,

(b Joint ventures

A substantial port ities is conducied

ploration and 4

v of the Company's ol and gas ¢ elopment acti
jointly with others, and accordingly, these consolidaied financial statements refiect only the Company’

Broporiiv

ate interest in such activities.

{c) °roperty plant and s*qu ipment
Cvmuc ¢ follows the full cost method of accounting for oil and natural gas

5 Y{:P ted to the acq
natural gas reserves are capii lized. Such costs
geophysical cosls, carrying charges on non-producing 1
! etroleum and nafural gas p:oo’:; >

leum and
and
oroductive ang
and overhead charges

ex’;&mratzor‘e and deveiopment of petro

de lezse acquisition costs, geologic

ne On eguipmer

directly related o expiorat om the sale of oll and gas propers
are applied against capital costs, witn no gain or loss recognizec, uniess such a sale would change the

rate of depi

o

on-and depreciation by ?""’o or more, in whict g gain of loss would be recorded.




i The ¢

pitalized costs are depleted anc fepreciated using the
unit-of-production method based on proved petroleum and natursl gas reserves, as determined by
i i on are converted into
< on reiative energy content. Office furniture and equipment are
lining balance basls using a rate of 20%.

onsulfing eng

cineers. Ol and natural gas liguids reserves and preduc

squivalent unils of natu
recorded

teost and depraciated

nes on full cost accounting. In applying
by comparing the carrying vaiue of oil and natural gas

result from Rock’s
asured by

propertiss and ;7;;(.»5{101%% €1 :épmeﬂt to the swn of undiscounted cas

not fully reco

proved reserves. |f the r»'rym» value is

comparing the wated net p'escnt value of future cash

&

flows from proved Jlus uru;dole raserves using a risk free interest rate and expecied fulure prices. Any excess

carrying vaiue above the net present value of the flews is recorded as a permanent impairment.

Prior to Aprit 1, 2003, an impairment loss

srnount. The recos
i

ction of proved reserves using pariod end price

rrying amount of 3 cost centre

fX0ee its recoverable 2 yndiscounted cash flows

k%

he tower of cost or market

expected from the produ

of unproved inferests less ey

mated {uture costs for administration, fina )cing and site restoration.

; Tne Company has jetroaciively adopted the new Canadian accouny

rdance with the new standard, Kook records

sent obligations. In ac

ine

2 perod in whic

o restore an o is drilied or other equipment is put in

The associated ement costs are capitalized as part of the ce

tonrnd

ing amount of the related
ethod over the life of the proved reserves. Subsequent o

3,

i measurement of the obligations, the 2 ai the end of each reporting period to
¢ and changes in estimated future cash flows underlying the chiigation, Actual
re (:narged a'{ainsiz the ARQ. Tne effect of the retroactive

iosed in nofe 3.

ect the passage

costs incurred on seftlement of the

andard on the oo

{d

-

ity methad of tax accounting, Temporary differences aris

frum the difference between the tax basis of an assel or

ity carrying value amount op the
belance st .

are used to calcuiate future income of 5.
calcutated using tax rates anticipated to apply in the periods that
d 1o raverse,

——

{e} Flow-through shares

The resource expenditure deductlions for income tax pu ted 1o explorgtory and development
activities fundad by flow-through share arvangements are renounced to investors in accordance with
i fegisialion. Fulure tax ligbilities and share capiial sre adiusted by the estimated cost of the

ax deduction when the expenses are renounced.




{f) Stock-based compensation

as ii ap

f\< permi andard, the prnior pericd
wards are accounted for using

stimate of the value of the

tted by 1

t been restated. Under this standard, future & ne fair value of

has

accounting for stock-based compensation. Under the fair vaiue method, an es

on s determined at the time of grant using a Black-Scholes option pricing model. The fair vaiue of
the cptis

s recognized as an expenss and contributed surplus over the vested life of the option.

value method of accol

for all stock-based

in the prior pericd, the Company had adopted the g
. cail for settiement in cash

payments 1o non-employees and employee awards that are direct awards of ok
ssuance of equily instruments.

SIOCK apprecia

7 assels, orar

{z} Revenue recognition

vared oy

ding ope  and

Revenue from the s oil and natur al g iobased on v

with ihe d

¢ points and rafes

ransportation, ang pr@du will be recognized in the seme

‘pericd in which the related enue {5 earned and recorded.

vy expense

{h) Measurement uncertainty

amounts recorded for depletion and depreciation of property, piant and ecuipment, the provi

re?éremem obhgattons and the amounts used for celling test calculations are based on estimates of

sts. The Comoany’s reserve estimates are reviewes
unts disclosed relating to fair values of siock

of the Company’s share price, expected lives

annually by an indepe

ad are based on

o
[

astin
assuimptions. By their

ature, these estimales are subject to measurement uncertai
the consolidated financial s

y and the impact on

mates in

1ges in such est

&

ure periods could be v

(i} Earnings per share
Basic per share amounts are calcuiated using the weighted average number of sh

the year. Diluted per share amounts are oalculated based on the treasury stook
options,

average number of shares is adjusted for the

3. ACQUISITION OF ROCK ENERGY LTD.
ec ail of 1
al gas company, by issuing 3,875,040 common

nanagement team of Pcw and two of the four Rock directors

Lid, (“REL"), an
i team of

ied and outstanding

& private oif and natu ?ne n’aanageme

hecame REL directors, As a

0

accounting purposss, REL wa antified as the acquirer

Anplication of reverse takeover accounting resulis in the following:

¢ financial statenents are & combination of REL af historical cost and Rock at fair
value. The comparative figures presenied are those of REL from is incorporation on November 21, 2002

to March 31, 2003,

it The Rock consolig

v




365

LY NG,

e

fas a conptinuation of REL: however, 1

() & arelm\d erg’ aguity is pres pital structure is that of Rock

(i) The cost of the purchase was $15,9588,356 ing the apgregate of
Rock deemed 1o be given by REL 10 the sharghoiders of Rock and
The following table summarizes the fair value of the assets and |

Cash

Accounts receivahle and other as

Accounts payable

ion in iax loss carrvforwards and oiher

2 joss carryforwards and other deductions have ecenomic value, this

ic value could not be recorded as a future income tax assel because it was not probable that [he fmure

tax assel would

realized. Accordingly, the excess purc

5 goadwiil. As it becomes more
ed 25 a reduction of recorded
52 reductio to income tay expense.

likely than not that suoh fuiur:—: fax as ed, mev will

s he

be real

goodwill un

d o $nil and thereaf

p 2004 2003

Patroleun and satur $  3.238,732 ¢ 2,249,984

Other assets 75,134 £.624
3,313,866
{246,720)

$ 2,967,146 $

lated de

o and

During the year ended March 31, 2004, 3262 478 (2003: $nil} of administrative costs re

itles were capi

ized as part of property, plant and equipment.

2004 Rock is commitied to spend $0.6 miliion (March 31, 2003 $1.1 mitlion) on dritling
D {March 31, 2003. $1.2 million) on

1 activities befere December 31, 2004 and $l,4 Hior

c?;'imng andg explo:’a‘i:n()rs activities before December 31, 2005 in order 1o satisfy flow-through share

commitmenis (see note 6).

5. ASSET RETIREMENT OBLIGATION
EFf
The new standard requires the Company to record the fair vajue of assel retirement obligations as a Hability
in the period in which it incurs "he‘ legal cbiigation.

e April 1, 2003, the Company adopted the new Canadian standard for asset relirement obligations,




cactively with restalement of prior perind.
sented below as increases (decreases):

stirement costs, incl

obii

petroleumn and

it from net ownership i

systems ng facilitizs. The Company e

Lreltrement ob

ations at Marc

proximately $512,000, which will be

was used o caicuiaie the fal

obdigations.

& reconciliation of the asset retirement gations is provided below:
2054 2003
$ 232,414 $ :
33,472 229,847
16,187 2.867
$ 282,090 $ 232414

&. SHARE CAPITAL
ta} Authorized:

"

300,000 preference s

{b} Common shares issued:

CORMON SHARES OF REL HURBER AMOUNT
tssped on incorporation 100 % 100
Flow-through shares 2,359,900
Qn acguisition 2,000,000

{ssusd ang ouistanding on March 31, 20032

&
500,000 70

4,860,000 % 5,050




N

COMMON SHARES OF RGCK NUMBER " AMOUNT
lssued on busine mbinat] .
To former ‘REL sharefiolders 3,875,640 5,060,000
Rock sharehciders 5,135.83¢ 7985,
{17.827) (55,381}
ow-through share renouncements ™ (518,432)
ading as at March 31, 2004 8,993,152 $ 20,281,602

restated 1o reflect the 30 for 1 share consoiidation which was effective

gr of shares has been

5

18, 2004 Fraciional \H(’PL have been rounded.

shares of a private oil and gas company, The cost of the purchase of
6o proL«'w olant and equipment, being all of the assets of the acquired company.

{iliyin Mare

f REL were issued o four
te ang Were exercisad prior

2, 500,000 warrants to purdt

G Lon
cers of REL. The warrants had an exercise price of $1.40 per comm

their expiration date of January 31, 2004,

re consolid hareholcers holding 1,000 or less pre-

hares redeemed theilr shares for cash based on the vaiue of $0.1129 per pre-

consot

consclicda

k S orenounced resource expenditures on flow-through shares s
companies. Substantially all of

ny.

The Comp

> Hlow-through shares were issued
£

of the Comps

2 ane

As at Marc , 2004 no preferer

shares were gulstanding.

{¢] Stock options

Tre Company {the "Plan”} under which It may grant oplions to directors, cfficers and

employees for the purchase of up to 865,617 common shares. Gptions are granted at the discretion of the

a stock option plan

woard of directors. The exercise price, vesting period and explration period are also fixed at the time of grant
at the discration of the board of directors.

On January &

were granted 16 aco

»

uire 418,848 comimnon shares at $3.39 per share, The wonc vest

vaarly in one

nches be;,e'

g on the first anvoiversary of the grant date and explre one vear afier ves;ting.

(d} Per share amounis

ed average number of common shares oulstanding during the yeer ended March 31, 2004 of
4,790,196 {2003: 2.161,542) was used o calculate 2arnings per share amounts. To calculzte fully diluted
common shares catsiandmg the treasury method was used. Under this method, in-the-money options are

assumed exercised and the proceeds used o repurchase sh al the vear end date of March ;sl‘ 2004, As
al March ? ZOLL., an additional 52,652 {(2003: nil) common shares were used o calcuiate fully diluied

ings per
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7. STOCK-BASED COMPENSATION
Options granted to both employees and non-empioyees after March 31, 2003 are accounted for u
value mvth,,« | faw value of common share oplions granted in the year ended March 31, 2004
GO0 as at the grant date u

g the fair
sLimated

o

o ,),— o)

tobe §

ing @ Black-Scholes option pricing mode! and the fcé%owmg assunmiptions:

year a

e

The estimated fair vatue of the opti credited to contributed surpi

ortized to exp

ns
option vesting period on a straight-line basis,

3, REL issued common share warrants to its ¢

8rs. No compensation expense for the warranis

was recorded tement of income for the period ended March 31, 2003, Had compensat%on expense been
orged, ne & for the period ended March 31,

expense was calculated using & Black-Sci

2003 would have been reduced by $47,00G. The pro forma
ion pricing mode! using the followi :g assumptions:

oles of

4

0

av

£ months
30%

&, INCOME TAXES

me faxes in the consolidated statemse:

The provision

s of income and retained sarnin ge varnes |

nputed by applving the expacied iax rate 1o net mcome before income taxes.

between suChH

15 38.12% (2003 40.62%). The principst reasons for differs

nse and the amount actually recorded are as follows:

2004

comie before income taxes . : ‘ S 253,470 %

Statutory income tax raie 38.12%

Expected income taxes $ 96,623 $

Add deduct):

Steck-based compensation 17,648 -

Non-deductible crown charges 93,952 34,967

Resource allowance 8,411 (54,319}
{130,029} i3

% 69,783 $ -

Net i

2 Tay benefits




ure

& lax asse

ad on shepts are comprised of

consolidated
ferences are summarized as

temporary differences,

2003 2003

$ 11,189,144 $
1,751,537 257,299
{107,533) (4,810}
£72,028 -

Loss carry

Property, piant and
Asset retirement ob

Share

issuance costs

Hhe - 20,129
Caiculaied e income tay asset 13,505,177 272,618
Valuation aliowaing (13,505,177} (272,618}

for
The non-cgpital

farch 31, 2004, Rock and its subsidiary have fax pools age o av
5t

losses expire as follows:

decduction against future taxable income of which $27.4 miili

2008 $ 4.5

2
<>
st

Oy W
o o

8.7

g,

2009 3.9

2010 0.4
7.

EN

&
Ny

9, FINAMCIAL INSTRUMENTS
Rock's financial instruments included in the consolidated halance sheets are comprised of cash and cash

equivalents, acoounis recaivable, ¢

deposits, accounts pavable and accrued iiabilities and inco

mie taxes

payable. The fair vaiues of 1 financial instry

ir carrying ameunt due 1o the short-

term nature of the insiruments.

I0.CREDIT RISK
A substantial portio
subject o n

noof Rock's accounts

cduslry and are

findustry ¢

"

dit ris

LI RELATED PARTY TRANSACTIONS
During the year « Aarch 31, 2004, Rock:
{a) paid consuiting fees of $77,430 (2003

- y & director and former officer, and
cipal \f $237 638 (Z 003 - $44,30 6} ¢ a shareholder.

{b) paid interest, fees and loan pris

$)]

rence s made ¢ note
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MANAGEMENT'S BISCUSSION AND ANALYSIS

financial and operating results, fogether wil

consolidated financial statements of % ck Energy inc. for the year ended March 31, ?-"J‘4.

d-looking statements § at invoive risk and uncertainties. Such information,
red reasonabie Z:)y manageme

enaration. m Ha' )I(,Jc ¢ be incorrect and

fer materially from those anticipated in the statements made

as Medbroadcs

healt

and approved & $l 5 miltion

special common si"are purchase s
L on January 7, holders approved the ac
gas company, Rock Energy Ltd, (‘REL",, a 30 for 1 share cons

sharahld

1 ¢f a private oil and

shidation and changing the company’s name 1o
on of REL, Rock &
nd natural gas v

n the acquisition,

Rock Energy Inc. i,i;‘)on compietion of the acquis

acquirer and the princi
sunting the historie

of the of the ceon . REL commenced o

sofideted Compa

e January 1, (33, iherefore, comparative resulis are analyzed on a qua

CORPORATE STRATEGY AND OPERATIONAL OVERVIEW -
Qur corporate si:rategw is to grow and develop an oil and natural gas expiorati

s aiig production company
through internal operations and acquisitions. Our philosophy is 10 own and operate & high working interest in

the majority of our ;oroduct.ion base. Our current geegraphic focus is the ceniral and eastern areas of Alberta
and west central Saskatchewan, alth

grows, we

and will be considered. As Rock
sntinue to pe the operator with a nigh

ough other opportunities have been
s north and west provided we can ¢

end o expand operali

HE

working interest wi

ioput taking o

undue financial risk in these typical nensive o1

acauisitions, both pror,-f:;'tie:s and corporate, primarily in our target geog ¢ area of
1,006

ction base from which to grow and complement future

1 Alberta and west central Saskatchewan and that are in excess « boe!d, Such an

ding Rock with 2 prod:

acguisition is viewed as provi
interaal operations. Wa wili continue 1o evaluate other acquisition opportunities over time, as the Co mpa ¥
naes (¢ grow and execute its busing

plan.

82-34785
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NG

Kock has a staff of seven >’=v>pl-= which includes the {eam fhat tops our internal drilling and operations

o assist primarily with accounting and land administrative

in cur target geographic area, As operations expand, we

Capital spending of %
acquisition. Of ¢
h

s, absent of a significant
g and seismic expenditures. H'w
of & - 10 wells, depending on racteristics and success of the
) 1dr» itified summer of 2004 and
0 4004, The to be g mix of expioraizion ang
costs are the estimated cost of
3, flew produciion is

ed toward lan maining $3.0 miiiion

ated
ospects. Dritling of 4 (4.0

[ols 'r*';nua ih

s beean atle

=
o
e o}
<t

OUE

>

development wells targeting both
tie-ins and well site facilities required 10 t,””r pr“f*ucttion on 3

expectad o come on siream two o three months afler grilling has been compieted,

i

of central Alberta, Rock owns two sections of iand (1,
includes 6 (b 4 net) produf:ing oil weli

} hut-m oil we
cticn is initially processed through our 100%

o

3 (2.5 nel} producing gas wells and 1 {l,q n

injection wells are iocated on the property. Prod
- located on these tands. The fac
ird party terminat for szle. The fac

y processes oil 1o pipeil hat s then
ity aiso maters and comprassas our natural gas production
fed-in to a third party processing plant for ullimate sale, We operate all production and the facility

ugh a contract o;nr“o, Geologically, the natural gas production comes from the Edmonton and Cardium
ands #nd the oil produ

rights to all the zones on tf

comes from the Jurassic, Pekisko and Basal Quartz formations. We do noet own

ese & have wells on these lands. In June 2003 we
“dritled 1 {0.75 neil Edmonton

tied-in in October 2003,

lands s other companies
well and re-comipteted 1 (0.712% net) Jurassic oil well. beth of which were

As of the date of this report, we have purchased approximately 8,500 net undev
3‘3().8 miltion thro 25, Approximately 85% of this iand is localed in east centrat Albertz and the
¢ is focated in west central Saskatchewan where we expeg cominence drilting in the
i 2004,

eioped acres for approximately

zh tand s

ird calendar

Production
12 MONTHS 3 MONTHS 3 MONTHS ,

ENDED INDED ENDED QUARTERLY
(3731704 0312404 03/31:03 CHANGE
Gas {mefa) 507 507 545 (7%)
Ol {obiid) 73 85 59 23%
NGL (bbid) ' 19 6 25 {36%;
boefd (6:1) ' 177 186 185 1~x

Netural production declines c‘;uring the vear were offset by the re»-co,r‘rspieti-:d Jurassic ol well that was tiec-in
2003, i

in June 2003, Ncﬂw b production dec

in October arly pro

licine River

ere adversely atfacted by facitity turnarounds at Mex

e next liscal vear from

185 are expeckec 1o redyce production over
o

Medicine River as additional capital is not planned for this area.




Product Prices

3 SONTHS 3 RONTHS
ENDED GQUARTERLY
REALIZED PRODUCT PR 6331404 43131708 CHANGE

548 8.34
Ot f‘iif't)[)%) 40.58 46.74 (13%;
NGL ($/bbl) 1 36.98 (9%

;
foe (6:1) 47.40 {17%)

AVERAGE BENCHIAARK PRICES

Gas -~ NYMEX Daily Spot (US$imef) 4.87 568 2%
Gas ~ AECO © Daily Spot {($/mef; 5.65 643

{USH/bbl 31.36
- Egmonton Lig 41.80
L!S$/Cdn;é; exchange rate 0.740

Al of Rock's production is seld at spot price contracts; however, about half of aur natural gas production is
tied
averaged $36.64 per poe. Prices on 2 boe basis du n'ﬂg the fourth fiscal quarter were about 8% higher than
&l quarter of 2003,
quarter over quarter was primarily the result of the strengthening of the Canadian d

to aggregator contracts which coniain a2 monthly pricing mechanism. Product prices for the fiscal vear

below the fourth § fie decrease in ol and NGL prices

the vearly average: however, 1779

Tre sironger Canadian doilar accounted for about haif of the dacrease in na

H
price differentials betwesn Cansade ributed to the ¢

Other income rapresents

gjority of the Company's revenue is derived from oil and gas opera

interest income earned from cash invested in tery

3 MORTHS 3 MONTHS

I8 QUARTERLY
(AUDHED) (UNAU:’JJED; (UNAUDITED) CHANGE

Oif and gas revenus $2,368,621 ¢ 666707 § 782649 (15%
Other income § 1851%2 § 154006 § 11,532 1,235%

the fourth fiscal quarter of 2004 from the fourth

price realizations.

Oit and natural
T OF

as revenue dropped approximateiv 15%

4

2002, which is consiste

004 as it incl

share financing, interest

escrow fromy the $15 special warrant comme

= over the next fiscal year as our capitai program will reduce cash balances.



Royaities

12 MONTHS 3 MONTHS 3 MONTHS
ENDED ENDED £NDED
4 0373104 3353103 QUARTERLY
(RUTHTEDS {URAUDITED) (UNAUDITED CHENGE
Rovalties $ 598,004 & 188387 % {10%;)
As percentage of olf an 25.2% 28.3% 5%

Fer hoe $ 8.25 $ 11.16 £12%)

(e
&

Rovaities for the fourth fise
compared to the fis

al guarter of 2004 were higher on a per bog
&l year primarily because the fourth fiscal quarter inclutes a freehoid mineral tax adjustment
" the re-complated 13-4

and perceniage of revenus basis

for all of catendar 2003, so penefited f ity holiday

the yeer
ont production in Octeber 2003,

Jurassic oil well that came

Going forward, royalties as a percentage of revenue for the Medicine River property are expecied 1o e lower than
fourth quarter levels primartly due fo eliminating the full vear ettect of the freehoid mineral tax adj

ustmeni

Operating Expense

12 MONTHS 3 MONTHS 3 MONTHS
ENDED ENDED ENDED
0331 033154 GUARTERLY
(AUDITEDS (UNAUDITED CHANGE
(30%)

$ 451,882 ¢ 110,715 % (
s 699 4§ 556 % 9.60 (32%)

act z‘;perai%ng arrangement and a
surth fiscal guarter of 2003, in

Tre upr in operating expense iy ta

(G @ New o

third party grrangement that were put in piace late in the

ion, utility ang processi osts were also lower quarter over quarier. Going forward, op ﬁrar_, axXpense

on a per boe basis

for the Megicine River property hava ween hudgeted to ingrease primarily due fo natural

Genera! and Administrative (GRA) Expense

in Getober 2003, we incressed our number of staft from four {in the fourth quarier of fiscal 2003) to seven
{in the third and arters of fiscal 2004), primerily to undertake cur grassrools exploration and
velopment initiative. At that tim

ourth qu
¢, we began to capitelize cerfain G&A expenses based ¢n parson

el invelved

s affort, including certain salaries and related overhead costs.

12 MONTHS 3 MONTHS 3 MONTHS
ENDED ENDED

~ £ 03314008 QUARTERLY
AUDITED) (UNAUDITED CHANGE

$ 985637 § 252918 $

$ 1525 % 2090 %
$ 263,108 ¢ 141.8¢7 ¢ a
Par bue (6:13 $ 407 % 840 % nia nia
Net $ 722529 % Z11.021 0§ 146,779 A4%,
Per hoe (B:1} $ 1118 ¢ 1250 $ 8.8% 41%




o

sosts accrued for year-end public

asis is not expecied to be materially

oI COMES On siream, wa expect 1o see reduced per boe G&A costs.

interest Expense

12 MONTHE 3 MONTHS 3 MONTHS
€0 ENDED ENDED
03731404 QBI04 03031403 QUARTERLY
(AUDITED) (UNAUDTEDS CINAUDITED) CHANGE

$ 115,283 § 10,032 % n/a
$ 178 % 059 % © wia

interest expe

Per bos (6:1)

ylerest expense ¢ accrued interest incurred in cenjunction with the flow-ihrough

tions asseciaied with these financings has been renounced

¢ yet spent aH of the fung !

he spent, Of the $2.36 million raised

1 spent on flow- Hx'ouy“ expc,‘d»mrea Ant

31, 2004 and $1.2% million must be spent prior 1o December 31, 2008 to meet these commitments. We
ale

esourcs dedu

s, As e result, Rock will incur a
¢ financings, $0.54
nust 'be spent prior to December

expect o satisly the remaining flow-through vbligations with our ¢
however, agditional interest expense wiil he incurred in the 2004 calendar vear.

ndar 2004 capital spending plans;

Bepletion and Depreciation (D&D)

3 MONTHS 3 MONTHS
- ENDIED ENDE
: 0373104 3 QUARTERLY
{Auomm ANAUDITED) CHANGE
DE&ED expense % 280370 % Qi ;% 63%,

Fer hoe

13 $ 449 § 545 % 3.41 60%

The depletion and depreci
compared to the fou

T expense and boe rate for the fourth fiscal quarier of 2004 was up about 60%

+ i

n tiscal quarter of 2003 due 1o a higher capital base. New reserves were added for the

re-completed 13-4 Jurassic ol well, wii

essentially offset production for the year. In addition the adoption
of National Instrument 51-101 {("NI 81-101") reduced proved producing reserves by about 7% primarily due

its on reserve lfe, while proved pius probadie reserves increasad by about 8%

Aczretion
] id NIONTHS 3 MONTHS 3 BONTHS
ENDED ENDED
03/31/04 03/31/5% QUARTERLY
{ALIDITED) INALINITED) CUNRUDITEY {HMANGE
Accretion expense . $ 16,187 % 4,049 % 41%
Par boe (6:1) $ 0 025 % 024 % o 41%

Accretron represents the change in the time vajue of the asset retirement obligation {"ARG™). The underlying

ARG may be increased over a seriad based on new obligations incurred from drifling weils or constructing

tacifities. Similarly this obliga educed as a resull of abandonment work underiaken and

recucing fulture abligations.
$33.479

4 capital operetions increased the

ARO by

.




o1 ROCK

Income Tax .

current income tax pavable of approximately $6%,783. The income taxes were incurred at the
subsidiary ievel by Rock Energy Lid. prior fo ifs acquisition. We do not expect to pay current taxes in the near
future as Rock has. on a consclidated basis, future income tax deductions of approximately $35.7 million as

set outl below,

CEE 2.2 million

ChE $ 0.7 million
COGPE % 2.4 million
uce $ 3.0 million
l.oss carrviorwa & 27.4 millien

Funds from Gperations and Net fncome

2 MONTHS 2 MONTHS 3 MOHTHS
ENDED ENDED

0331/04 9313103 T QUARTERLY

{UNAUDITED) (UNAUDITED; CHANGE

Funds from ops $ 606,333 § 301,161 $ 279,828 8%
Per boe {621} $ .38 § 1782 ¢ 16.95 ) 5%

Per share (shares restated 1o atfect

(56%)

i

0.13
0.13

30 for 1 share cons

<
o
w

@ @
]
o
ey
@
=)
o
D

LT TS

Net income 253,470 & 158,282 & 220605 (Z28%)
Per boe (611} 392 & 837 % 13.38 (30%)

Per share {shares restated 1o aflect

oy

0.05 % 0.02 % 0.0 (71%;
Fully diluted 0.05 G.

ighted average shares cutstanding 4,790,196 8,541,836 3.004,187 184%
4,842,848 8,753,602 3,004,187

30 for 1 share consolidation)

£
R

Per share amounts have been restated for afl periods for the 20 for 1 share consciidation that ocourred in
February 2004, Weighted average shares cutstanding increased for the fiscal year 2004 and the tousth fiscal

guarter of 2004 due to the eguity issue completed in January 2004 and the acquisition of Rock Energy Lid.

B YaYa¥e

fiscal quarter of 2004 for funds "from

e danvary 20040 As a result, per share amounts for the fourtt

T

operations and net income are significantly iower than for the ¢orresponding period in fisca! 2003

<

Funds from operations for the fiscal year of 2004 were $0.6 million or $0.13 per share. Funds from
operations for the fourth fiscal quarter of 2004 of $0.3 million or $0.04 per share improved 8% over the
same period izst year primarily due to higher interest incoime, lower royalties and lower opera*m's eXpEeNnses.

These positive impacts were partiaily offset by lower oil and natural gas revenues resulting from lower
commodity prices and higher G&A expenses,



ot

Net income Tor the fiscal vear of 2004 was $0.3 miliion or $0.05 per share. Nel income for the fourth fiseal

,

quarier of 2004 of $0.2 million or %0702 per share was 28% lower than the fourth
cespiie higher funds from operatic

scel guarter of 2 -3
;.:gnﬁ depletion "huf}.,(”\ and a stock-base

Net income was reduced by

stion expense for options issued 'during the quarter,

Capttal Expenditures

3 BONTHS 3 REONTHS
o TNDED ENDED
03131004 o3z 104 6373103 GUARTERLY
AUBFTED UNAUDITED: (UINALITTE CHANGE
Office equipment $ 67881 % 9 % 6,624 {91%}
Pronerty acquisition 3% - % - % 20,337 nfa
Capitalized G&A & 263,108 ¢ 1418%7 % - n/a
Land ‘ $ 53889 $ 41,209 %
Geviogical and geophysics $ 280,311 $ 212,556 %
Expioration and ge $ 358590 ¢ (773647 § 00 - /
Total £1,023,779 & 318888 3§ 26,961 1.083%

I expenditures on oil and gas operations for the year ended fiscal 2004 include the drilling of 1 {0.75 net)

cas well and the re-completion ¢f

71258 nety Jurassic oil well at our Medicine River properiy,

These og;»erations «:ommenced in iate June 2003 and were tied-in during October 2003, Subsecuent to the fiscal

to about

lion of land has been purchased bringing iota!l n
';a quarter of 2004.

ndeveiopead acres

expected 1o commence in the third caler

Ligquidity and Capital Resources
Qur
consi

o

P working capital position as at March 31, 2004 totaled § 16 s milien { n at March 31, 2003},

g mostly of term deposils and cash. The increase over March 31, 4;003 leveis primarily reflects the

compietion of the special warrant financing in January 2004 for ne 4 million znd the exarcise

: td. share warrants during December 2003 &
abt at March 31, 2004 {$&nil at March 31, 2003),
{$0.2 miition at March 31, 200;;,.

Our current risked capital spending plan for the calendar year of 2004 is approximately $6.0 million. Of this
amourt about 50% is dedicated to iand and seismic acquisitions as we work to build cur inventory of
tie-ins and well

stospects. The balance of the spendmg pian is alivcated to drilling and completions inciuding
site tacilities to bring production on stream. As we are continuing to build our prosnects, this spending pl
is heavily weighted to the second hah’ of the calendar vear. In {he second czlendar g ar of 2004 we were
g avqmrmg land for approximately $0.8 million and expect to be drilling our first welis in the third

this spending plan without

2004, Given our current working capital position we expect o fur

> sources of capital,

As part of

looking 1o acquire approximatel

Yy busmess plan we
fil trat and e:

stern Alberta and west ¢

production i our targe! geogra

successful, aur current cap
cf capital io fund the acg

will be updated and we will likely need to access other sources



Stock-hased compensation
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At March 2004 Rock had 8,983

average exercise price of $3.39 per share.

common shates outstanding and 418,848 si¢

k options with an

Selected Quarterly Data
The following table provides selected quarterly information for Rock. With the exception of the guarter ended
information is that for Rock Energy Lic

March 31, 2004, all. previous quarterty

3 *AONTHS 3 MONTHS 3 MONTHS 3 MONTHS 3 MONTHS
ENDED ENDED ENDED ERDED
143 0830003 DB/30/03 03731403
{URAUDITED { UDITED) UNAUDITED: (UNRUDITED)

192 17 1585 185

Praduction {boe/d)

Price realizations ($/boe) % $ 35.25 37.13 47.40
Rovalties (5/boe) $ 9.73 754 12.66
Operating sxpense ($/hoe) % 7.5% 8.5 60
Field netback ($/iboe) $ 7.53 21.03

Nat G&A expense

Fundgs from operations
Net income

4 O LS B P

58,282
8.888 § 192625

o oy
LED
) e
U
™NY
P
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—
G
o
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Capital expenditures

AS AT AS AT AS AT AS AT
12/31/103 $4/30/03 /3003 Q303

Working capiial ($UJ\J $ $ 2,831 % 2377 % 2675 % 2613

4 bean 12513

Contractual Operations
Rock has fiow-through spending commitments of $1.8 miificn related to the Rock Edergy LG, equity issues

completed in December 2002, January 2003 and March 2003, These commitments are expected to be fully

met with the capilal spending plan described above.

Cutstanding Share Data
There are ne changes ¢ Rock's outstending share datz at the date of this report. ‘

Off Balance Sheet Arrangements
Rock does not have any
fromn the balance sheet.

I purposs entities nor is ; to any arrangement that would be excluded

Related Party Trensactions
Rock Energy Lidd. completed $2.4 miflion of flow-through share offerings m the vear ended March 31, 2003,
Substantially all of the flow-through shares were issued to officers and a director of the company.

Cne of Rock's directon

: an Hlfer of the Company and provided censufting services 1o the
Company. Rook paid this director $77,430 (3 - $73,224) for consulting fees in tiscal 2004,

LA
&3
EC
o
[
€

ca



ne of Rock’s sharehoiders loaned the Comy Ml’l) $200,000 a1 an infterest rate of 12% per annum and an
annual faciiity fee of 10% of the facility amount. Rock paid this sharehclder $237 638 (2003 - $44,306} in

fees and loan principal in fiscal Q,Ow
wary 2004, i ‘ .

¢ loan was camplete;y repaid and the facility was cancelied

financial statemenis have b

e with Canadian genma ily accepted accounting
1 S ained in Note 2
ted financial statements. These accounting policies are subject to estimates and key

. A comprehensive disc accounting

ad consolid

judgments about future e
accounting estimates

maﬂy of which are beyond our contrel. The follewing is & discussion of the

the wr"anma statements.

‘on Rock retained independent petroleum engineering consuitants

intstrom & Associntes 1o svalu

gut e and natural gas reserves an 1d prepare ai evatuatian repnor,

; and assumptions in evalualing ¢ ng and econemic data.

ble geclogical, geo
itional dats from ongoing development and prod

ction activities

mates will changa over time 2% ad

vies avallabie and as

CONGMIC con SEIvVes

orices and costs change
y to the Hkeltheod that the

be classifiad as proved, probable or possibie

ves witl be ultimaliely produces.

P e Aoy eyl
F Gas Accouniing U

p

ier the full cost metiic
ies ale capita
. less estima

and deveiopmen

f acceunting for exploratic
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RECONCILIATION GF COMPANY WORKING INTEREST RESERVES BY PRINCIPAL PRODUCT TYPE
’ FORECRAT PRICES AND CORTS ’

OLANDNGL . GAS EGUIVALENT BOE
! GROSS GROSS GROSS
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GROSS GROSS pLUS GROSS GROSS pLUS GROSS GROSS | PLUS
PROVED  PROBABLE  PROBARLE PROVED  PROBABLE  BROBARLE PROVED PROBABLE  PROBABLE
FACTORS aBBL (MEBLY (MBBLY (MNCF MNCE MBOT (MBOE) {MBOE}
358 5% T &1% 0 1,520 124 1.445 - 575 79 654
{44} 49 5 48 131 179 {36} 70 24
Discoveries 57 5} 83 116 13 129 77 S 85 .
Produstion . {42) 0 (42) {2343 o {234) 81) ¢ (81
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Note:

tion of

reserves at year-end March 31, 2004 using

ck's “Net interesy

’
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Technical revisions 35y . 28 3 152
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Production (33) 0 (33) a (184) (64 0 {68

4
March 31, 2004 271 a0 361 205 1,165 431 124 555
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g tabies summarize Rock's remaing

PLA's pricing and cost estimates.

RESERVES
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Pricing Assumptions

A £l

i rates and exchange rates were used by PLA for the Constant Prices

The following benchmark prices, infiatio

~orecast Prices and Costs evaluation.

and Costs evaluation and the

SUMMARY OF PRICING ASSUMPTIONS
AS QF MARCH 31, 2004

CONSTANT PRICE ARD COSTS
EDMONTON
PAR OIL PRICE
A0 APt L
CDNS/MEBLY {CONS/BEL)

$ 4974 % $ . 41.79

SUNMMARY OF PRICING AND COéT RATE ASSUREPTIONS A8 OF MARCH 31, 2004
FOREQAST PRICES AND COSTS

o HGL GAS
EDMECNTON . CO8Y
WT: @ E O CROMER CONAIS  INFLATION
CUSHING PRICE 23 AP} PROPANE  BUTANE AECO C EXCHANGE, RATE
YEAR AL (5881 (S8BL (BB (e RETE  (SYELR)
2004 42.94 3683  30.06 3220 6.30 075 2
2005 37.88  34.95 2556 27.44 575 0.75 z
2006 27.00 34.90 3245 23.02 24.78 5.2 0.75 2
2007 25.50 30.57 21.04 2268 5.04 Q.75 2
2008 26.01 3118 20.7¢ Q.73 2
. 2o09 26.53 31.81 20.52 0.75 z
2010 27.08 32.44 20.93 Q.72 z
2011 27.60 32.09 21.55 0.7% 2
2012 28.1% 33,75 21.78 0.75 Z
2013 2872 34.43 22.2] 0.7% 2
2014 29.2¢ 3512 22.66 0.75 2
2015 29.88 35.82 23.11 Q.75 2
2016 30.47 36.54 23.57 0.75 2
2017 31.08 37.217 24.04 0.78 P
2018 31.7 38.01 24.52 0.75 . 2
2% +2% +0% ’ 2
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ABBREVIATIONS
Oil and Natural Gas Liquids i Natural Gas
Bbl - . barrel Mecf thousand cubic feet .
Bbls barrels MMecf million cubic feet
Mbbls thousand barrels Mef/d thousand cubic feet per day
Mmbbls million barrels MMcf/d million cubic feet per day
Mstb . 1,000 stock tank barrels Mmbtu million British Thermal Units
Bbls/d barrels per day Bef billion cubic feet
BOPD barrels of oil per day GJ gigajoule
NGLs natural gas liquids '
STB standard tank barrels
Other
AECO EnCana Corp.'s natural gas storage facility located at Suffield, Alberta.
API - American Petroleum Institute
°API an indication of the specific gravity of crude oil measured on the API gravity scale. Liquid petroleum with a
specified gravity of 28° API or higher is generally referred to as light crude oil
ARTC Alberta Royalty Tax Credit
BOE barrel of oil equivalent of natural gas and crude oil on the basis of | BOE for 6 Mcf of natural gas (this
: conversion factor is an industry accepted norm and is not based on either energy content or current prices)
BOE/d barre] of oil equivalent per day '
m’ cubic metres
MBOE 1,000 barrels of oil equivalent
‘Mstboe - 1,000 stock tank barrels of oil equivalent
MS$ thousands of dollars
MMS$ millions of dollars .
WTI West Texas Intermediate, the reference price paid in U.S. dollars at Cushing, Oklahoma for crude oil of
standard grade . N
CONVERSIONS
To Convert From To . Multiply By
Mcf Cubic metres 28.174
Cubic metres ' Cubic feet 135.494
Bbls Cubic metres 0.159
Cubic metres " Bblsoil ' 6.290
Feet Metres 0.305
Metres Feet 3.281
Miles Kilometres ‘ 1.609
Kilometres Miles 0.621
Acres i ‘Hectares 0.405

Hectares Acres _ ' 2.471
FORWARD LOOKING STATEMENTS

Certain statements contained in this Annual Information Form and in certain documents incorporated by reference
into this Annual Information Form, constitute forward-looking statements. These statements relate to future events
or the Corporation's future performance. All statements other than statements of historical fact may be forward--
looking statements. Forward-looking statements are often, but not always, identified by the use of words such as
"seek", "anticipate", "plan”, "continue", "estimate”, "expect”, "may", "will", "project”, "predict”, "potential”,
"targeting”, "intend", "could", "might", "should", "believe" and similar expressions. These statements involve
known and unknown risks, uncertainties and other factors that may cause actual results or events to differ materially
from those anticipated in such forward-looking statements. The Corporation believes that the expectations reflected
in those forward looking statements are reasonable but no assurance can be given that these expectations will prove



to be correct and such forward-looking statements included in; or incorporated by reference into, this Annual
Information Form should not be unduly relied upon. These statements speak only as of the date of this Annual

Information Form, as the case may be. The Corporation does not intend, and does not assume any obligation, to
update these forward-looking statements.

In parhcula:, this Annual Information Form and the documents incorporated by reference contain forward-looking
statements pertaining to the following:

¢ & e ¢ o o
\

the quantity of reserves;

oil and natural gas production levels;

capital expenditure programs;

projections of market prices and costs; : -

supply and demand for oil and natural gas; :

expectations regarding the Corporation's ability to raise capital and to continually add to reserves
through acquisitions and development; and

treatment under govemment regulatory and taxation regimes.

The Corporation's actual results could differ materially from those anticipated in these forward-lboking_ statements
as a result of the risk factors set forth below and elsewhere in this Annual Information Form;

Volatility in market prices for oil and natural gas;

liabilities and risks inherent in oil and natural gas operations

uncertainties associated with estimating reserves;

competition for, among other things, capital, acquisitions of reserves, undeveloped lands and
skilled personnel;

incorrect assessments of the value of acquisition; and

geological, technical, drilling and processing problems.




CERTAIN DEFINITIONS

In this Annual Information Form, the following words and phrases have the followmg meanmgs

unless the context otherwise requires:

"COGE Handbook" means the Canadian Oil and Gas Evaluation Handbook prepared jointly by .

the Society of Petroleum Evaluation Engineers (Calgary chapter) and the Canadian Institute of Mining, Metallurgy‘

& Petroleum;

(a)

(b
©

(d)

(€)

®

Activities;

"Gross" or "gross" means: L

in relation to the Corporation's interest in production and reserves, its "Corporation gross
reserves”, which are the Corporation's interest (operating and non-operating) share before
deduction of royalties and without including any royalty interest of the Corporation;

in relation to wells, the total number of wells in which the Corporation has an interest; and

in relation to properties, the total area of properties in which the Corporation has an interest;

"Net" or "net" means:

in relation to the Corporation's interest in production and reserves, the Corporation's interest
(operating and rion-operating) share after deduction of royalties obligations, plus the Corporation' 8

royalty interest in production or reserves,

in relation to wells, the number of wells obtained by aggregating the Corporation's working
interest in each of its gross wells; and

in relation to the Corporation's interest in a property, the total area in which the Corporation has an

- interest multiplied by the working interest owned by the Corporation;

"NI 51-101" means National Instrument 51-101 Standards of Disclosure for Oil and Gas

"PLA" means Paddock Lindstrom & Associates Ltd.; and

"PLA Report" means the report of PLA dated May 6, 2004 evaluating the crude oil, natural gas

liquids and natural gas reserves of the Corporation as at March 31, 2004.

Certain other terms used herein but not defined herein are defined in NI 51-101 and, unless the context .
otherwise requires, shall have the same meanings herein as in NI 51-101.




ROCK ENERGY INC.

‘The Corporation

Rock Energy Inc. (the "Corporation” or "Rock"), formerly Medbroadcast Corporation ("Medbroadcast"), changed its name
- to Rock Energy Inc. effective February 18, 2004 in conjunction with a continuation of Medbroadcast from the federal
jurisdiction of Canada to the jurisdiction of the province of Alberta.

Medbroadcast was mcorporated pursuant to the Company Act (British Columbia) on February 15, 1988 under the name
"Prime Equities Inc.". On October 25, 1991, Medbroadcast's Memorandum was amended to change the name of
Medbroadeast to "Prlme Equities International Corporation", to consolidate its common shares on a 1:10 basis, and to
increase the authorized capital back up to 700,000,000 shares divided into 400,000,000 common shares without par value
and 300,000,000 preference shares ("Preference Shares") without par value. On August 11, 1998, the Corporation's
Memorandum was amended to change the name of the Corporation to "medEra Life Science Corporation”. On January 4,
2000, the Corporation continued into the federal jurisdiction of Canada pursuant to the Canada Business Corporations Act.
Concurrent with such continuation, the Corporation changed its name to "Medbroadcast Corporation” and revised its
authorized capital to consist of an unlimited number of common shares and 300,000,000 preference shares. In conjunction
with such continuation, Medbroadcast adopted By-laws in place of the Articles.

On February 18, 2004 Medbroadcast was continued out of the federal jurisdiction of Canada into the Province of Alberta,
the name of the Corporation was changed to "Rock Energy Inc.” and the common shares of the Corporation were
consolidated on a 1:30 basis.

The Corporation is a public energy company engaged in the exploration for and development and production of crude oil
and natural gas, primarily in Western Canada.

The Corporation's head office is located at Suite 2400, 500— 4th Avenue S.W., Calgary, Alberta, T2P 2V6 and its
registered office is located at Suite 1400, 350 — 7th Avenue S.W., Calgary, Alberta, T2P 3N9.

Corporate Strategy

Rock's corporate strategy is to grow and develop an oil and gas exploration and production company through internal
operations and acquisitions. Rock's philosophy is to operate and a have high working interest in the majority of its
production base. Rock's current geographic focus is the central and eastern areas of Alberta and west central Saskatchewan,
although other opportunities have been and will be considered. As Rock grows, the company intends to expand operations
north and west provided Rock can continue to be the operator with a high working interest without taking on undue
financial risk in these typically more expensive operations.

Rock intends to pursue acquisitions, both properties and corporate, primarily in its target geographic area of central and
eastern Alberta and west central Saskatchewan and that are in excess of 1,000 boe/d. Such an acquisition is viewed by Rock
as providing the company with a production foundation from which to grow and compliment future internal operations.
Rock will continue to evaluate other acqulsmon opportunities over time, as the company continues to grow and execute its
business plan.

Subsidiaries

Rock has one active wholly-owned subsidiary, Rock Energy Ltd. ("Rock Energy"™). Rock Energy was incorporated on
November 21, 2002 under the Business Corporations Act (Alberta) as 1018369 Alberta Ltd and as a wholly owned
subsidiary of Storm Energy Ltd. ("Storm"). 1018369 Alberta Ltd. changed its name to Rock Energy Ltd. on December 10,
2002. On December 23, 2002 Storm sold its Medicine River property to Rock Energy for 1,999,900 common shares of
Rock Energy. Rock Energy began accounting for the property effective January 1, 2003. On January 14, 2003 Rock
acquired 1018260 Alberta Ltd. ("1018260") by issuing 2,210,000 common shares of Rock Energy ("Rock Energy Shares")
for all of the outstanding shares of 1018260. 1018260 was a corporation controlled by the Bey Family Trust, Alexander
Brown, Sean Moore and Storm. After the acquisition, the shareholders of 1018260 (excluding Storm) owned 52% of the
Rock Energy Shares. Rock Energy and 1018260 amalgamated effective January 15, 2003, and the amalgamated company
continued under the name "Rock Energy Ltd."




All of the Rock Energy oil and gas properties are now beneficially owned by the Rock Energy Production Partnership (the
"Parmershlp") The partners of the Partnership are the Corporation and Rock Energy Legal title to the oil and gas
properties is held by the Corporation as managing partner for the Partnership.

Unless the context otherwise requires, reference in this Annuat Information Form to the "Corporation" mcludes the -
Corporation, Rock Energy and the Partnership.

The status of Rock's other wholly-owned subsidiaries, all of which are currently inactive, are as follows:
¢  Prime Explorations (Nevada) Inc. - current management does not have record of the formation of this subsidiaty.
. VAllcorp Management Inc. - al]qwed to lapse.
o CyberActive Technology Ltd. — in good standing, held last AGM in 2002. .

e Lost Lake Exploration, Camp Ltd, Encore Ventures Ltd. - allowed to lapse, no annual returns filed for 2002 and
2003.

e 691675 Alberta Ltd. - allowed to lapse and has been struck.



" GENERAL DEVELOPMENT OF THE BUSINESS

Prior to 2004 Medbroadcast was involved in the businesses of developing and distributing online medical and health
information via its website www.medbroadcast.com and in investigating and developing additional complementary
business opportunities within the health field and, pnor thereto, in the business of providing administrative, exploration and
other management and consulting services to various resource companies including companies in which it may have an
equity interest.

During the year ended 2001, Medbroadcast continued the development and operation of its medical information website,
medbroadcast.com. Medbroadcast completed equity financings during the fiscal year for cash proceeds totalling
$5,386,451 and also issued shares for advertising services totalling $4,980,572. These included investment received from
CanWest Global Communications Corp. (“Global™) totalling $10 million ($5.0 million in cash and $5.0 million in
advertising services) -and other financings totalling $529,580. Medbroadcast was a co-applicant with Global in an
application to establish a new, digital specialty health television broadcast service, which was denied by the CRTC on
November 24, 2000. CyberActive Technology continued development activities funded by the Corporation. Medbroadcast
discontinued its HealthMart.ca in November of 2000 due to low utilization. There were no material exploration activities
during the year and Medbroadcast continued its plan of divesting of its investment holdings in junior resource companies.
The financial results for the year ended March 31, 2001 included revenues of $238,629 and an operating loss of $8,726,391.
Development expenses for medbroadcast.com contributed to the loss.

During the year ended 2002, Medbroadcast continued the development and operation of medbroadcast.com. Medbroadcast
completed equity financings during the fiscal year for gross proceeds of $500,000. Medbroadcast began to leverage its
investment in the website with revenues of $250,360 generated from the sale of advertising, sponsored content and related
services. Subsequent to year-end, Medbroadcast transferred its CyberPatient Technology license to UBC and Dr. Kanim
Qayumi, retaining an interest in the resulting company, thereby relieving itself of any funding obligations. The finaricial
results for the year ended March 31, 2002 included revenues of $250,360 and an operating loss of $4,113,625. The use of
advertising credits contributed over $2.5 million to the loss.

In 2003 Medbroadcast continued to improve its financial performance by reducing annual expenses from $4.5 million in

2002 to $766,405 in 2003 and by increasing revenue from $250,360 in 2002 to $272,216 in 2003 resulting in an operating

loss of less than $500,000 compared to over $4.2 million in 2002. Despite this, and as announced in Medbroadcast’s 2002

AGM material, Medbroadcast’s primary focus for 2003 had been the identification, investigation and combination with an
enterprise which will enhance the long term prospects for shareholder return.

On October 24, 2003, Medbroadcast issued 132,860,939 special common share purchase warrants of Medbroadcast
("Special Warrants”) at a price of $0.1129 per Special Warrant for gross proceeds of $15,000,600, each of which Special
Warrants entitled the holder to acquire 1 common share of Medbroadcast for no additional consideration, subject to
adjustment in certain events (the "Financing™). At closing the gross proceeds of $15,000,000 were deposited in escrow with
Computershare Trust Company of Canada pursuant to the terms of a special warrant indenture dated October 23, 2003
between Medbroadcast and Computershare Trust Company of Canada (the "Special Warrant Indenture”) and in accordance
with the terms of the Special Warrant Indenture, the escrowed funds were not to be released from escrow until the later of
the date that shareholders of Medbroadcast approved the financing and the date that Allen J. Bey was appointed as
President and Chief Executive Officer of Medbroadcast.

On October 31, 2003, Medbroadcast entered into a pre-acquisition agreement with Rock Energy (the "Pre-Acquisition
Agreement") wherein Medbroadcast agreed, subject to the terms and conditions of the Pre-Acquisition Agreement,
including obtaining shareholder approval of the acquisition to make an offer (the "Offer") to purchase all of the outstanding
common shares of Rock Energy (including any common shares of Rock Energy which may become outstanding pursuant to
the exercise of outstanding warrants to acquire common shares of Rock Energy) for an ascribed price of $2.70 for each
common share of Rock Energy to be comprised of 23.92 common shares of Medbroadcast for each common share of Rock
Energy.

At a special meeting of shareholders of Medbroadcast held on January 6, 2004, the shareholders of Medbroadcast approved
a number of matters including the Financing and the licensing of Medbroadcast’s website to Virtual Learning Inc.(the "VLI
Transaction"). Following the shareholder meeting on January 6, 2004, a new management team for Medbroadcast was
appointed consisting of Allen J. Bey as President and Chief Executive Officer, Peter D. Scott as Vice-President, Finance




and Chief Financial Officer, Alexander (Sandy) C. Brown as Vice-President, Exploration, Sean E. Moore as Vice-
President, Production and Grant Zawalsky as Corporate Secretary. * As a result of the foregoing, the gross proceeds of
515,000,000 which were held in escrow pursuant to the Special Warrant Indenture were re]eased from escrow.

At a special meeting of shareholders of Medbroadcast held on January 7, 2004, the shareholders of Medbroadcast approved
a number of matters including the making by Medbroadcast of the Offer to purchase all the issued and outstanding common
shares of Rock Energy in accordance with the Pre-Acquisition Agreement, the consolidation of the outstanding common
shares of Medbroadcast on a 30 for | basis (including the shareholders of Medbroadcast who hold less than 1,001 common
shares prior to the consolidation and, accordingly, who would receive less than 34 common shares as a result of the
consolidation will not receive post-consolidation common shares, provided that such shareholders shall instead receive cash
payment in the amount of $0.1129 for each common share held prior to giving effect to the consolidation), the change of
name of Medbroadcast to "Rock Energy Inc." and the continuance of Medbroadcast from the federal jurisdiction of Canada
to the province of Alberta.

On January 7, 2004, Medbroadcast délivered the Offer to the holders of common shares of Rock Energy resulting in the
acquisition by Medbroadcast on January 8, 2004 of all of the outstanding common shares of Rock Energy in exchange for
the issuance by Medbroadcast of 116,251,201 of its pre-consolidation common shares. Also on January 8, 2004, the board
of directors of Medbroadcast was reconstituted through the resignations of all existing Medbroadcast directors other than
Leanne Bate and Allen J. Bey and the appointment of Stuart G. Clark and Peter Malowany as directors.

Immediately following completion of the Offer, former shareholders of Medbroadcast held approximately 7.8% of the
outstanding common shares of the Corporation, former holders of Special Warrants held approximately 49.2% of the
outstanding common shares of the Corporation and former shareholders of Rock Energy held approximately 43.0% of the
outstanding common shares of the Corporation.

On February 18, 2004 Medbroadcast was continued out of the federal jurisdiction of Canada into the Province of Alberta,
the name of the Corporation was changed to "Rock Energy Inc." and the common shares of the Corporation were
consolidated on a 1:30 basis.

SIGNIFICANT ACQUISITIONS AND SIGNIFICANT DISPOSITIONS

There were no significant acquisitions or significant dispositions by the Corporation or any significant probable acquisition
by the Corporation within or since the completion of the most recently completed financial year of the Corporation other
than the Offer and the VLI Transaction as described above in "General Development of the Business".

TRENDS

The oil and gas industry appears to be facing a number of trends that could affect Rock's business, financial condition or
operating results. The first trend is the increasingly competitive nature of the industry with the emergence of a number of
‘experienced well financed management teams that are pursuing similar business plans in new and recently established
companies, the result of which could impact Rock as it pursues its corporate strategy.

The second trend is the growing royalty trust sector which is creating increased competition for acquisitions but is aiso
providing some farm-in opportunities with respect to exploration plays. The creation of new royalty trusts from existing
producing companies has, in some cases, created new competition in all aspects of the industry by establishing junior
exploration companies which also have a tie back to the associated trust for future exploration opportunities.

The third trend is the ongoing volatile nature of commodity pricing including the impact of the US/Canadian dollar
exchange rate. Over the past year the Canadian dollar has strengthened significantly against the US dollar which has, on a
relative basis, reduced the Canadian dollar price the industry typically receives for its products. Currently the industry is
experiencing relatively high oil prices in comparison to previous commodity price cycles. Oil prices are influenced by the
world economy and global production levels. The uncertainty relative to production from countries such as Iraq and the
former Soviet Union is likely to continue to create price volatility. Natural gas prices have been subject to seasonal swings
related to availability of supply from traditional reservoir basins, demand growth or destruction, storage levels, weather and
the emergence of LNG projects, all of which will continue to make pricing volatile.




A fourth trend is the general level of activity in the industry, which has resulted in record drilling levels. This activity has
created competition for prospective acreage and services and, as a result, prices for both have increased. In addition the
time delay for obtaining services has also increased. The increased cost level could affect the proﬁtablllty of operations
particularly if comrnodlty prices weaken from current levels.

RECENT DEVELOPMENTS

Subsequent to its year ended March 31, 2004 and as at June 30, 2004, the Corporation acquired through land sales
approx1mate1y 7,300 net undeveloped acres in east central Alberta and west central Saskatchewan.

On July 21, 2003, the common shares of the Corporation were listed on the Toronto Stock Exchange. Concurrent with such
listing the common shares of the Corporation were delisted from the TSX Venture Exchange.

DESCRIPTION OF THE BUSINESS AND PRINCIPAL PROPERTIES

- The Corporation is engaged in the exploration for and development and production of crude oil and natural gas primarily in
Western Canada.

The Corporation’s capital spending plan of $6.0 million for calendar 2004 has been allocated to internally generated
prospects, absent a significant acquisition. Of that total, 50% is weighted toward land and seismic expenditures. The
- remaining $3.0 million has been allocated to a drilling program of 6 — 10 wells, depending on the characteristics and
success of the prospects. Drilling of four (4.0 net) identified prospects is expected to begin in late summer of 2004 and
continue throughout the rest of 2004. The drilling program is expected to be a mix of exploration and development wells
targeting both oil and natural gas. Included in the drilling costs are the estimated cost of tie-ins and well site facilities
required to bring production on stream. Under this program, new production is expected to come on stream two to three
months after drilling has been completed.

‘Principal Properties

The following is a description of the Corporation's oil and natural gas properties as at March 31, 2004. Reserve amounts
are stated, before the deduction of royalties and without including any royalty interests (i.e. gross reserves), as at March 31,
2004 based on forecasted costs and prices as evaluated in the PLA Report (see "Reserves Data'). The estimate of reserves
and future net revenue for individual properties may not reflect the same confidence level as estimates of reserves
and future net revenue for all properties, due to the effects of aggregation. Unless otherwise specified, gross and net
acres and well count information are as at March 31, 2004.

Medicine River, Alberta

Rock owns two sections of land (1280 acres) in the Medicine River area of central Alberta. As of the date hereof, the
property includes 6 (5.4 net) producing oil wells, 3 (2:5 net) producing gas wells and 1. (1.0 net) shut-in oil well. No
disposal or injection wells are located on the property. Production is initially processed through Rock’s 100% owned
facility which is located on these lands. The facility processes the oil in order to meet pipeline specifications and is then
trucked to a third party terminal for sale. The facility also meters and compresses Rock’s natural gas production which is
tied-in to a third party processing plant for ultimate sale. Rock operates all the production and its facility through a contract
operator. The natural gas production comes from the Edmonton and Cardium sands and the oil production comes from the
Jurassic, Pekisko and Basal Quartz formations. Rock does not own rights to all the zones on these lands so other
companies also have wells on these lands. In 2003 Rock has drilled 1 (0.75 net) Edmonton gas well and recompieted 1
(0.7125 net) Jurassic oil well, both of which were tied-in in October 2003. Management believes that future development
opportunities on the property are limited.

Medicine River is Rock’s only property and as a result all information set forth below relates to this property.
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STATEMENT OF RESERVES DATA AND OTHER OIL AND GAS INFORMATION

‘The statement of reserves data and other oil and gas information set forth below (the "'Statement") is dated August 11,.2004.

The effective date of the Statement is March 31, 2004 and the preparation date of the Statement is May 6, 2004.
Disclosure of Reserves Data

The reserves data set forth below (the "Reserves Data") is based upon an evaluation by PLA with an effective date of
March 31, 2004 contained in the PLA Report. The Reserves Data summarizes the oil, liquids and natural gas reserves of
the Corporation and the net present values of future net revenue for these reserves using constant prices and costs and
forecast prices and costs. The PLA Report has been prepared in accordance with the standards contained iri the COGE
Handbook and the reserve definitions contained in NI 51-101. Additional information not required by NI 51-101 has been
presented to provide continuity and additional information which we believe is important to the readers of this information.
The Company engaged PLA to provide an evaluation of proved and proved plus probable reserves and no attempt was
made to evaluate possible reserves.

All of Rock's reserves are in Canada and, specifically, in the province of Alberta.

Disclosure provided herein in respect of BOEs may be misleading, particularly if used in isolation. A BOE
conversion ratio of 6 Mcf:1 bbl is based on an energy equivalency conversion method primarily applicable at the
burner tip and does not represent a value equivalency at the wellhead.

All evaluations and reviews of future net cash flow are stated prior to any provision for interest costs or general and
administrative costs and after the deduction of estimated future capital expenditures for wells to which reserves
have been assigned. It should not be assumed that the estimated future net cash flow shown below is representative
of the fair market value of the Corporation's properties. There is no assurance that such price and cost assumptions
will be attained and variances could be material. The recovery and reserve estimates of crude oil, NGLs and natural
gas reserves provided herein are estimates only and there is no guarantee that the estimated reserves will be
recovered. Actual crude oil, NGLs and natural gas reserves may be greater than or less than the estimates provided
herein.

Reserves Data (Constant Prices and Costs)

SUMMARY OF OIL AND GAS RESERVES
AND NET PRESENT VALUES OF FUTURE NET REVENUE
as of March 31, 2004
CONSTANT PRICES AND COSTS

RESERVES
LIGHT AND MEDIUM OIL NATURAL GAS NATURAL GAS LIQUIDS
. Gross Net . Gross Net Gross Net
RESERVES CATEGORY (Mbbl) (Mbbl) {MMcf) (MMcf) o (Mbbh - (MDbbl)
PROVED ‘ .

Developed Producing 279 233 1,250 959 47 36
TOTAL PROVED 279 233 1,250 959 47 36
PROBABLE 104 83 268 205 9 6
TOTAL PROVED PLUS

PROBABLE 383 316 1,518 1,164 56 a2
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NET PRESENT VALUES OF FUTURE NET REVENUE
. BEFORE INCOME TAXES DISCOUNTED AT (%/year)’ AFTER INCOME TAXES DISCOUNTED AT (%/ycar)
RESERVES 0 5 10 15 . 20 0 S - 10 15 20

‘CATEGORY {M$) (M$) (M$) (M$) (MS) {M$) (M$) (M$) (M§) . (M$)
PROVED
Developed ) .
Producing 12,546 9,232 7,318 6,099 5,263 12,641 9,306 7,379 6,151 5,308
TOTAL .
PROVED - 12,546 9,232 7,318 6,099 5,263 12,641 9,306 7,379 6,151 5,308
PROBABLE 3433 2,119 1,483 1,118 881 3,444 2,126 1.,487 1;121 883
TOTAL
PROVED )
PLUS .
PROBABLE = 15979 11,351 8,801 7,217 6,144 16,085 11,432 8,866 7272 6,192
Notes:
() Not including Alberta Royalty Tax Credit ("TARTC")."
2) Including ARTC.
TOTAL FUTURE NET REVENUE
(UNDISCOUNTED)
as of March 31, 2004
CONSTANT PRICES AND COSTS
FUTURE FUTURE
NET NET
REVENUE ' REVENUE
. WELL BEFORE * ) - AFTER
OPERATING  DEVELOPMENT ABANDONMENT INCOME - INCOME INCOME
RESERVES REVENUE ROYALTIES COSTS COSTS COSTS TAXES TAXES TAXES
CATEGORY (M$) (M$) (M$) (MS$) (M$) (M$) (M%) (M$)
Proved Reserves 23,253 4918 5,551 nil 143 12,641 nil 12,641
Proved Plus }
Probable

Reserves 30,173 6,548 7,277 100 163 16,085 nil 16,085
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FUTURE NET REVENUE
BY PRODUCTION GROUP
as of March 31, 2004
CONSTANT PRICES AND COSTS : ’
FUTURE NET REVENUE

BEFORE INCOME TAXES
(discounted at 10%/year)
RESERVES CATEGORY PRODUCTION GROUP ‘ M$) :
Proved Reserves Light and Medium Crude Oil (including solution gas and other by- R o 6,567
- products) )
Associated and Non-Associated Natural Gas (including by- ‘ 812
products but excluding solution gas from oil wells)
Proved Plus Probable ) Light and Medium Crude Qil (including solution gas and other by- 7,980
Reserves products)
Associated and Non-Associated Natural Gas (including by- 886
products but excluding solution gas from oil wells)
Reserves Data (Forecast Prices and Costs)
SUMMARY OF OIL AND GAS RESERVES
AND NET PRESENT VALUES OF FUTURE NET REVENUE
as of March 31, 2004
FORECAST PRICES AND COSTS
RESERVES
LIGHT AND MEDIUM OIL NATURAL GAS NATURAL GAS LIQUIDS
Gross Net Gross Net Gross Net
RESERVES CATEGORY (Mbbl) (Mbbl) (MMcf) (MMcf) (Mbbl) (Mbbl)
PROVED
Devcloped Producing 279 235 1,250 960 47 36
TOTAL PROVED . 279 235 1,250 960 47 - 36
PROBABLE 104 83 268 . 205 9 7

TOTAL PROVED PLUS "
PROBABLE 383 318 1,518 1,165 56 43
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NET PRESENT VALUES OF FUTURE NET REVENUE

BEFORE INCOME TAXES DISCOUNTED AT (%/ycar)' " AFTER INCOME TAXES DISCOUNTED AT (%/year)®
RESERVES 0 5 10 15 20 0 S 10 15 20
"CATEGORY (M8$) (M$) (M$) (M§) (M$) (M$) (M$) (M$) (M$) - (M$)
PROVED
Developed . .
Producing 7,979 6,084 4,966 4,240 3,732 8,051 6,140 5,012 4,279 3,767
TOTAL
PROVED © 7,979 6,084 4,966 4,240 3,732 8,051 - 6,140 5,012 4,279 3,767
PROBABLE 2,064 1,225. 850 636 501 2,013 1,230 853 638 503
TOTAL
PROVED
PLUS '
PROBABLE 9,983 7,309 5816 4876 . 4233 10,064 7,370 5865 4918 4,269
Notes: i
) Not including ARTC.
(2) Including ARTC.
TOTAL FUTURE NET REVENUE
(UNDISCOUNTED)
as of March 31, 2004
FORECAST PRICES AND COSTS .-
FUTURE FUTURE
NET NET
REVENUE REVENUE
WELL BEFORE AFTER
OPERATING DEVELOPMENT ABANDONMENT INCOME INCOME INCOME
RESERVES REVENUE ROYALTIES COSTS ) COSTS COSTS TAXES TAXES TAXES
CATEGORY (M$) (M$) (M$) M$) (M$) (M$) (M$) . (MS$)
Proved Reserves 18,885 3,946 6,701 nil 186 8,051 nil 8,051
Proved Plus 24,653 5,262 9,001 104 221 10,065 nil 10,065
Probable
Reserves
FUTURE NET REVENUE
BY PRODUCTION GROUP
as of March 31, 2004
FORECAST PRICES AND COSTS
FUTURE NET REVENUE
BEFORE INCOME TAXES
(discounted at 10%/year)
RESERVES CATEGORY PRODUCTION GROUP (M%)
Proved Reserves Light and Medium Crude Oil (including solution gas and other by- 4,421
products) .
Associated and Non-Associated Natural Gas (including by- 591
products but excluding solution gas from oil wells)
Proved Plus Probable Light and Medium Crude Oil (including solution gas and other by- 5,220
Reserves products)
Associated and Non-Associated Natural Gas (including by- 645

products but excluding solution gas from oil wells)
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Notes to Reserves Data Tables:

1. Columns may not add due to rounding.

2. The crude oil, natural gas liquids and natural gas reserve estimates presented in the PLA Report are based on the
definitions and guidelines contained in the COGE Handbook. A summary of those definitions are set forth below.

Reserve Categories

Reserves are estimated remaining quantities of oil and natural gas and related substances anticipated to be
recoverable from known accumulations, from a given date forward, based on

s analysis of dri]liﬁg, geological, geophysical and engineering data;
. the use of established technology; and
. speciﬁ‘ed economic conditions.

Reserves are classified according to the degree of certainty associated with the estimates.

(a) Proved reserves are those reserves that can be estimated with a high degree of certainty to be
recoverable. It is likely that the actual remaining quantities recovered will exceed the estimated proved
reserves.

(b) Probable reserves are those additional reserves that are less certain to be recovered than proved reserves.

It is equally likely that the actual remaining quantities recovered will be greater or less than the sum of
the estimated proved plus probable reserves.

Other criteria that must also be met for the categorization of reserves are provided in the COGE Handbook.
Each of the reserve categories (proved and probable) may be divided into developed and undeveloped categories:

(c) Developed reserves are those reserves that are expected to be recovered from existing wells and installed
facilities or, if facilities have not been installed, that would involve a low expenditure (for example, when
compared to the cost of drilling a well) to put the reserves on production. The developed category may be
subdivided into producing and non-producing.

@ Developed producing reserves are those reserves that are expected to be recovered from
completion intervals open at the time of the estimate. These reserves may be currently producing
or, if shut-in, they must have previously been on production, and the date of resumption of
production must be known with reasonable certainly.

(ii) Developed non-producing reserves are those reserves that either have not been on production,
- or have previously been on production, but are shut-in, and the date of resumption of production
is unknown.
(d) Undeveloped reserves are those reserves expected to be recovered from known accumulations where a

significant expenditure (for example, when compared to the cost of drilling a well) is required to render
them capable of production. They must fully meet the requirements of the reserves classification (proved,
probable) to which they are assigned. '

In multi-well pools it may be appropriate to allocate total pool reserves between the developed and undeveloped
categories or to subdivide the developed reserves for the pool between developed producing and developed non-
producing. This allocation should be based on the estimator's assessment as to the reserves that will be recovered

from specific wells, facilities and completion intervals in the pool and their respective development and production
status.
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Levels of Certainty for Reported Reserves

The qualitative certainty levels referred to in the definitions above are applicable to individual reserve entities
(which refers to the lowest level at which reserves calculations are performed) and to reported reserves (which
refers to the highest level sum of individual entity estimates for which reserves are presented). Reported reserves
should target the following levels of certainty under a specific set of economic conditions:

(a) . atleast a 90 percent probability that the quantities actually recovered will equal or exceed the estlmated
proved reserves; and

(b) at least a 50 percent probability that the quantities actually recovered will equal or exceed the sum of the
estimated proved plus probable reserves.

A qualitative measure of the certainty levels pertaining to estimates prepared for the various reserves categories is

desirable to provide a clearer understanding of the associated risks and uncertainties. However, the majority of
reserves estimates will be prepared using deterministic methods that do not provide a mathematically derived
quantitative measure of probability. In principle, there should be no difference between estimates prepared using
probabilistic or deterministic methods.

Additional clarification of certainty levels associated with reserves estimates and the effect of aggregation is
provided in the COGE Handbook.

3. Forecast Prices and Costs
The forecast cost and price assumptions assume increases in wellhead selling prices and take into account inflation
with respect to future operating and capital costs. Crude oil and natural gas benchmark reference pricing, as at
March 31, 2004, inflation and exchange rates utilized by PLA in the PLA Report, which were PLA's then current
forecasts at the date of the PLA Report, were as follows:
SUMMARY OF PRICING AND INFLATION RATE ASSUMPTIONS
as of March 31, 2004
FORECAST PRICES AND COSTS
O“_(l)
WTI Edmonton Cromer
Cushing Par Price Medium NATURAL GAS INFLATION EXCHANGE
Oklahoma 40° API 29° API AECO Gas Price NATURAL GAS LIQUIDS RATES™ RATE®
Year (SUS/Bbl)  (SCdn/Bbl)  (SCAwBbl)  (SCdn/Mmbtu) FOB Field Gate %/Y ear ($Cdn/3US)
Propane Butane Ethane
Forecast ($Cdn/Bbl)
2004 33.00 4294 39.93 630 30.06 3220 19.51 2.0 0.75
2005 29.00 37.58 3495 5.75 25.56 27.44 1790 2.0 0.75
2006 27.00 34.90 3245 520 23.03 24.78 16.29 2.0 0.75
2007 25.50 3287 30.57 5.04 21.04 22.68 15.79 20 0.75
2008 26.01 33.53 31.18 5.09 2079 2247 15.93 2.0 T075
2009 2653 34.20 3181 5.14 20.52 2223 16.07 2.0 075
2010 27.06 34.89 32.44 5.19 20.93 22.68 16.21 2.0 0.75
2011 27.60 3558 33.09 523 2135 23.13 1635 2.0 0.75
2012 28.15 36.30 33.75 534 2078 23.59 16.67 20 . 0.75
2013 28.72 37.02 34,43 5.44 2221 24.06 17.01 2.0 0.75
2014 2929 37.76 35.12 5.55 22.66 24.55 17.35 2.0 0.75
2015 29.88 38.52 3582 5.66 2301 25.04 17.69 20 0.75
2016 30.47 39.29 36.54 5.78 23.57 25.54 18.05 2.0 0.75
2017 31.08 40.07 37.27 5.89 24.04 26.05 18.41 2.0 0.75
2018 3171 40.87 38.01 6.0 24.52 26.57 18.78 2.0 0.75
Thereafter +2%/year +2%year +2%/year +2%/year +2%/year +2%fyear +2%/year +2%/year 0.75
Notes:
0)) Inflation rates for forecasting prices and costs.
2) Exchange rates used to generate the benchmark reference prices in this table.

Weighted average historical prices realized by the Corporation for the year ended March 31, 2004, were $6.17/Mcf
for natural gas, $37.03/Bbl for crude oil and $33.68/Bbl for natural gas liquids.
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Constant Prices and Costs

The constant crude oil and natural gas benchmark references pricing and the ex

Report were as follows:

SUMMARY OF PRICING ASSUMPTIONS

as of March 31, 2004

CONSTANT PRICES AND COSTS

OIL .
Edmonton Par Price . = NATURAL GAS NATURAL GAS LIQUIDS EXCHANGE
40° API AECO Gas Price RATE"
Year ($Cdn/Bbl) ($Cdn/GJ) ($US/$Cdn)
Historical ¥
2004 49.74 6.33 0.75

The exchange rate used to generate the benchmark reference prices in this table.

Prices as at March 31, 2004.

Future Development Costs -

change rate utilized in the PLA

The following table sets forth development costs deducted in the estimation of the Corporation's future net revenue

attributable to the reserve categories noted below.

Forecast Prices and Costs

Constant Prices and Costs

Proved Reserves

Proved Plus
Probable Reserves

Proved Reserves

Proved Plus

Probable Reserves

Year . (M$) M$) M$) (M$)
2004 - - . .
2005 - - . .
2006 - 104 - 100
2007 . - - .
2008 . - - .
Thereafter - - - .
Total Undiscounted - 104 - 100
Total Discounted at 10% - 83.9 - 80.7

The Corporation has sufficient internally generated cash flow to finance the future development costs noted above.

The Alberta royalty tax credit ("ARTC") is included in the cumulative cash flow amounts. ARTC is based on the
program announced November 1989 by the Alberta government with modifications effective January 1, 1995.

The Corporation qualifies for the maximum ARTC.

The revenue forecasts included in the PLA Report include the estimated costs, net of salvage value, to abandon the
wells assigned reserves in the PLA Report and to disconnect these wells from the gathering system. No costs have
been included for the abandonment of surface facilities or gathering systems or for the reclamation of surface
leases. Also, no costs have been included in the PLA Report for the abandonment of any of Rock's wells
which have been assigned no reserves in the PLA Report.

Both the constant and forecast price and cost assumptions assume the continuance of current laws and regulations.

The extent and character of all factual -data supplied to PLA were accepted by PLA as represented. No field.

inspection was conducted.
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Reconciliations of Changes in Reserves and Future Net Revenue

RECONCILIATION OF
COMPANY NET RESERVES
BY PRINCIPAL PRODUCT TYPE
FORECAST PRICES AND COSTS

ASSOCIATED & .
LIGHT AND MEDIUM OIL NON-ASSOCIATED GAS NATURAL GAS LIQUIDS
Net Proved Net Proved ~ Net Proved
Net Net Plus Net Net Plus Net Net Plus
Proved Probable Probable  Proved Probable Probable Proved Probable  Probable
FACTORS (Mbbl)  (Mbbl) (Mbbl) (MMcf)  (MMcf) (MMcf)  (Mbbl)  (Mbbl) (Mbbl)
December 31, 2002 255 42 297 1,005 195 1,100 32 4 36
Extensions 50 6 56 87 10 97 2 - 3
Improved Recovery - - - - - -
Technical Revisions 44) 35 (9) 52 101 152 9 3 12
Discoverics - - - - - - - -
Acquisitions - - - - - - - -
Dispositions - - - - - - -
Economic Factors - - - - - - - - -
Production 26 - 26 184 - 184 7 - 7
March 31, 2004 235 83 318 960 205 1,165 36 7 43

Notes: :

@) The evaluation as at December 31, 2002 was prepared using National Policy 2-B reserves definitions. Under those definitions,
probable reserves were adjusted by a factor to account for the risk associated with their recovery. The Corporation previously
applied a risk factor of 50% in reporting probable reserves. Under current NI 51-101 reserves definitions, estimates are
prepared such that the full proved plus probable reserves are estimated to be recoverable (proved plus probable reserves are
effectively a "best estimate"). The above reconciliation reflects current probable reserves versus previous risk adjusted (50%)
probable reserves reported by the Corporation.

) Figures may not add due to rounding.

RECONCILIATION OF CHANGES IN
NET PRESENT VALUES OF FUTURE NET REVENUE
DISCOUNTED AT 10% PER YEAR
PROVED RESERVES
CONSTANT PRICES AND COSTS
Year Ended March 31, 2004
PERIOD AND FACTOR (M$)
Estimated Future Net Revenue at December 31, 2002 (before Income Tax) 4,660
Sales and Transfers of Oil and Gas Produced, Net of Production Costs and Royalties ©(1,734)
Net Change in Prices, Production Costs and Royalties Related to Future Production 3,109
Changes in Previously Estimated Development Costs Incurred During the Period -
Changes in Estimated Future Development Costs -
.Extensions and Improved Recovery 1,138
Discoveries -
Acquisitions of Reserves -
Dispositions of Reserves -
Net Change Resulting from Revisions in Quantity Estimates -
Accretion of Discount 354
Net Change in Income Taxes -
Net Change in Royalty Tax Credits 95
Timing and Miscellaneous Changes (243)
Estimated Future Net Revenue at March 31, 2004 (before Income Tax) 7,379
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Additional Information Relating to Reserves Data
Undeveloped Reserves

The following table sets forth the probable undeveloped reserves, each by product type, attributed to-the Corporation from
its inception in 2002, The Corporation does not have any proved undeveloped reserves. ‘

Probable Undeveloped Reserves

Light and Medium Oil Natural Gas Natural Gas Liquids
Yecar (Mbbl) {(MMcf) (Mbbl)
First Cumulative at First Cumuiative at First Cumulative at
Attributed Year End"" Attributed Year End'’ Attributed Year End'”
2002 35 kN 48 48 2 2
2003 24 59 31 79 0 2
Note:
) Cumulative at Year End = Residual Cumulative of Previous Year plus 1st Attributed. -

Significant Factors or Uncertainties

A discussion of important economic factors and significant uncertainties that affect components of the reserves data.can be
found under the heading "Critical Accounting Estimates" in the Corporation's management discussion and analysis relating
to the financial statements for the year ended March 31, 2004, which forms part of the Corporation's 2004 Annual Report,
which discussion and analysis is incorporated herein by reference.

Other Oil énd Gas Information
Oil And Gas Wells

The following table sets forth the number énd status of wells in which the Corporation has a working interest as at
March 31, 2004. '

Oi1l Wells Natural Gas Wells
Producing Non-Producing Producing Non-Producing
Gross Net Gross Net Gross - Net Gross Net
Alberta 6 5.4 1 1.0 3 2.5 - -
Total 6 5.4 1 1.0 3 2.5 - -

Properties with no Attributable Reserves

The following table sets out the Corporation's developed and undeveloped land holdings as at March 31, 2004,

Developed Acres Undeveloped Acres Total Acres .
Gross Net Gross Net Gross Net
Alberta 800 728 640 474 1,440 1,202
Saskatchewan - - 644 644 644 644
Total 800 728 1,284 1,118 2,084 1,846

Subsequent to March 31, 2004 to the date of this Annual Information Form, the Corporation has acquired 4,160 (4,160 net)
acres in Alberta and 3,171 (3,171 net) acres in Saskatchewan.

Of the Corporation's undeveloped land, no rights to explore, develop and exploit expire by March 31, 2005. The
Corporation does not have any work commitments associated with its undeveloped lands.
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Additional Information Concerning Abandonment and Reclamation Costs

Future abandonment and reclamation costs have been estimated by management of the Corporation. Costs to abandon and
reclaim approximately 10 (7.5 net) wells totalling $0.2 million (undiscounted) are included in the estimate of future net
revenue from total proved plus probable reserves in the PLA Report.

An additional $0.] million undiscounted is the estimated cost to abandon and reclaim facilities and 2 (1.75 net) wells and
have not been deducted from future net revenues in the PLA Report. '

The Corporation does not expect to incur any abandonment or reclamation expenses in the next three fiscal years.

Tax Horizon

As at March 31, 2004, the Corporation has tax pools in excess of the net book value of its property, plant and is not
expected to be taxable in the immediate future given current operations. The Corporation has not recognized the excess tax
pools as an asset at this point in time. Income taxes paid in the year-ended March 31, 2004 were incurred by Rock Energy
Ltd. prior to its acquisition by the Corporation in January 2004.

Capital Expenditures

The following tables summarize capital expenditures (net of incentives and net of certain proceeds and including
capitalized general and administrative expenses) related to the Corporation's activities for the year ended March 31, 2004:

Property acquisition costs
Proved properties -
Undeveloped properties $53,889

Exploration costs $280,311
Development costs $358,590
Capitalized G&A ) $263,108
Office Equipment 567,881
Total $1,023,779

Exploration and Development Activities

The following table sets forth the gross and net exploratory and development wells in which the Corporation participated
during the year ended March 31, 2004:

Gross Net
Light and Medium Qil 1 0.7125
Natural Gas 1 0.75
Service - .
Dry - -
Total: 2 1.4625

A discussion of exploration and development activities is set forth under "Description of the Business and Principal
Properties".

Production Estimates
The following table sets out the volume of the Corporation's production estimated for the nine months ended December 31,

2004 which 1s reflected in the estimate of future net revenue disclosed in the Forecast Prices and Costs and Constant Prices
and Costs tables contained under " - Disclosure of Reserves Data".
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Light and Medium ’ Natural Gas
Qil Heavy Oil Natural Gas Liquids s BOE

) Gross (Bbls/d) Gross (Bbls/d) Gross (Mcf/d) Gross (Bbls/d) Gross (BOE/d)
Proved Producing 77 - 511 19 - 18l
Proved Developed .

Non-Producing - - - : - -
Proved Undeveloped - - - - -
Total Proved 77 - 511 19 181
Total Probable 0 - 4 1 2
Total Proved Plus .

Probable 77 - . 51§ 20 183
Production History

The following tables summarize certain information in respect of production, product prices received and operating
expenses made by the Corporation (and its subsidiaries) for the periods indicated below:

Quarter Ended
2004 2003
&1 Mar. 31 Dec.31 .. Sept.30 . June30  -Mar 31.
Average Daily Production'” ‘
Light and Medium Crude Oil (Bbls/d) - 85 _ 88 64 57 69
Gas (Mcf/d) ' . 507 507 531 48] 545
NGLs (Bbls/d) . 16 19 22 18 25
Combined (BOE/d) . 186 192 174 155 185
Average Price Received
Light and Medium Crude Oil ($/Bbl) 40.59 35.58 35.03 36.26 46.74
Gas ($/Mcf) 6.49 5.64 6.04 6.52 8.34
NGLs ($/Bbl) 36.51 35.14 31.81 30.99 39.98
Combined ($/BOE) 39.48 34.78 35.25 37.13 47.40
Royalties Paid ’
Light and Medium Crude Oil ($/Bbls) . 7.82 7.52 9.19 7.87 10.77
Gas ($/Mcf) 2.33 1.42 1.64 1.15 2.52
NGLs ($/Bbl) 13.84 11.34 10.73 9.43 9.20
Combined ($/BOE) . 11.16 8.36 9.73 7.54 12.66
Operating Expenses (3)
Light and Medium Crude Oil ($/Bbl) 6.56 5.24 7.99 8.56 9.60
Gas ($/Mcf) - 109 0.87 1.33 1.43 1.60
NGLs (5/Bbl) _ 6.56 5.24 7.99 8.56 9.60
Combined ($/BOE) : 6.56 5.24 - 799 8.56 . 960
Netback Received® _
Light and Medium Crude Oil ($/Bbl) 26.21 22.82 17.85 19.83 26.37
Gas ($/Mcf) ) 3.07 335 3.07 3.94 422
NGLs ($/Bbl) 16.11 18.56 13.09 13.00 21.18
Combined ($/BOE) 21.76 21.18 17.53 21.03 25.14
Notes:
o8 Before deduction of royalties.
(2) Netbacks are calculated by subtracting royalties and operating costs from revenues.
3) Operating expenses have been allocated based on a product’s percentage of total production.

The Corporation's crude oil production for the year ended March 31, 2004 was 80% light quality crude oil (32° API or
greater) and 20% natural gas and liquids.

For the twelve months ended March 31, 2004, approximately 52% of the Corporation's gross revenue was derived from
crude oil production (including natural gas liquids) and 48% was derived from natural gas production.
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SELECTED CONSOLIDATED FINANCIAL INFORMATION.

The following is a summary of selected financial information of Rock for the periods indic‘ated.

Years Ended March 31,
2004 2003°
Gross revenue net of royalties 1,771 574
Net income (loss) 253 221
Per Share — basic $0.05 $0.10
Per Share — diluted $0.05 $0.10
Funds flow from operations 606 280
Per Share - basic $0.13 $0.13
Per Share — diluted $0.13 $0.13
Total assets 21,870 5,030
Long-term debt nil nil
Shareholders' equity - 20,802 4,581
Note: :
@) Information. for periods prior to January 1, 2003, has not been provided as Rock Energy, for accounting purposes, is identified
as the acquiror of Medbroadcast Corporation and as Rock Energy was incorporated on November 21, 2002.
(2) Results for the period January 1, 2003 through to March 31, 2003.

Quarterly Financial Information
The following is a summary of selected unaudited financial information of Rock for the periods indicated.
2004 - 2003
Q1 Q4 Q3 Q2 QI

(thousands of dollars except per share amounts)

Gross revenue net of royalties 478 466 409 418 574
Net income (loss) 158 23 14 58 221
Per Share — basic $0.02 $0.01 $0.00 $0.02 $0.07
Per Share — diluted $0.02 $0.01 $0.00 $0.02 $0.07
Funds flow from operations 301 105 88 111 280
Per Share - basic $0.04 $0.03 $0.03 $0.03 $0.09
Per Share — diluted $0.03 $0.03 $0.03 $0.03 $0.09
Note:
m Information for periods prior to January 1, 2003, has not been provided as Rock Energy, for accounting purposes, is identified

as the acquiror of Medbroadcast Corporation and as Rock Energy-was incorporated on November 21 ,2002. .
MANAGEMENT'S DISCUSSION AND ANALYSIS OF OPERATING RESULTS

The Corporation's management discussion and analysis relating to the financial statements for the year ended March 31,
2004, which forms part of the Corporation's 2004 Annual Report, is incorporated herein by reference and form an integral
part of this Annual Information Form.

DIVIDEND POLICY

The Corporation has not paid any dividends to date on its cornmon shares. The board of directors of the Corporation will
determine the timing, payment and amount of dividends, if any, that may be paid by the Corporation from time to time
based upon, among other things, the cash flow, results of operations and financial condition of the Corporation, the need for
funds to finance ongoing operations and other business considerations as the board of directors considers relevant.
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MARKET FOR SECURITIES

On July 21, 2004, the common shares of the Corporation began trading on the Toronto Stock. Exchange under the symbol
"RE". Prior thereto, the common shares of the Corporation were listed and posted for trading on the TSX Venture

Exchange.

DIRECTORS AND OFFICERS

\

The names, municipalities of residence, positions with the Corporation, and principal occupation of the directors and
officers of the Corporation are set out below and in the case of directors, the period each has served as a director of the

Corporation.

Name and Municipality
of Residence

Office Held

Principal Occupation

Director Since

Alleﬂ 1. Bey®
Calgary, Alberta

Peter D. Scott
Calgary, Alberta

Alexander C. Brown
Calgary, Alberta

Sean E. Moore

Grant A Zawalsky
Calgary, Alberta

President, Chief
Executive Officer and -
Director

Vice, President Finance
and Chief Financial
Officer

Vice President,
Exploration

Vice President,
Production

Corporate Secretary

President and CEO of Rock since January 2004. From

“ January 2003 to January 2004 President and CEO of

Rock Energy. From January 1996 until it was sold in
July 2001 President and CEO of Avid Oil and Gas Ltd (a
public oil and gas company)..

Vice President, Finance and CFO of Rock since January
2004, From March 2003 to January 2004 Vice
President, Finance and CFO of Rock Energy. From
March 2000 to March 2003 Executive Vice President
and CFO of Absolute Software Corporation (a public
software development company). From March 1997 to
March 2000 Vice President Finance and CFO of Beau
Canada Exploration Ltd. (a public oil and gas company).

Vice President, Exploration of Rock since January 2004.
From January 2003 to January 2004 Vice President,
Exploration of Rock Energy. From July 2001 to
December 2003  Senior Geologist for . Northrock
Resources Ltd. (a public oil and gas company) From
July 1994 to March 2001 Mr. Brown was employed in
various positions of increasing responsibility at Fletcher
Challenge Energy Canada (the Canadian subsidiary of a
public oil and gas company) the last being Exploration
& Development Asset Manager: Provost District.

Vice President, Production of Rock since January 2004,
From January 2003 to January 2004 Vice President,
Production of Rock Energy. From October 2001 to
January 2003 Deep Plains Business Unit- Manager for
Vintage Petroleum Canada Inc. (the Canadian subsidiary
of a public oil and gas company). From 1992 to March
2001 Mr. Moore was employed in various positions of
increasing responsibility at Fletcher Challenge Energy
Canada the last being Vice President Exploration and
Development until it was purchased by Apache Canada
Ltd. (the Canadian subsidiary of a public oil and gas
company). Mr. Moore continued on for transitional
purposes with Apache Canada Ltd. until June 2001 as a
consulting engineer.

Partner of Burnet, Duckworth & Palmer LLP (lawyers)

October 3, 2003

N/A

N/A

N/A

N/A
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Name and Municipality

of Residence Office Held Principal Occupation ' Directdr Since
Stuart G. Clark™ @3 Director Independent businessman. From August 2002 to July January 8, 2004
Calgary, Alberta 2004 Executive Director of Storm Energy Ltd. (a public

oil and gas company). From November 1998 to
November 2001 Vice President Finance and CFO of
Storm Energy Inc. (a public oil and gas company), then
from November 2001 to August 2002 Executive
Director of Storm Energy Inc. From January 1986 to -
July 1998 Mr. Clark  was employed in various positions
of increasing responsibility the last being Executive Vice
President and CFO of Pinnacle Resources Ltd. (a public
oil and gas company). -

Peter Malowany

HeXH Director From April 2001 partner and Vice President of Morgas January 8, 2004
Calgary, Alberta Ltd. (a private oil and gas company). From April 1996
to April 2001 partner and-Vice President of Newhouse’
Resource Management Ltd. (a private oil and gas
company).
Leanne Bate'" Director From 2000 to present, President of iN8 Consulting (a  April 27, 2000
Vancouver, British private firm whose principal business is providing '
Columbia financial and management services. From 1998 to 2000
Director, Strategic Accounts of Rogers Communications
Inc. (a public communications company).
Notes:
n Member of the Audit Committee of the Corporation.
@3] Chairman of the Board.
3) Member of the Compensation Committee of the Corporation.
(%) Member of the Reserves Committee of the Corporation.
(5 The Corporation does not have an Executive Committee of its Board of Directors.

All of the directors and officers of Rock have been engaged for more than five years in their present principal occupations
or executive positions with the same companies except as described above.

The term of office of each director expires at the next annual meeting of shareholders of the Corporation.

As at August 11, 2004, the directors and officers of the Corporation, as a group, beﬁcﬂcia]ly owned, directly or indirectly, .
2,397,727 common shares or approximately 26.7% of the issued and outstanding common shares of the Corporation .

HUMAN RESOURCES
The Corporation currently employs 7 full-time employees and utilizes the services of professionals, as required from time
to time on a contract or consulting basis. The Corporation intends to add additional professional and administrative staff as
the needs arise.

AUDITORS, TRANSFER AGENT AND REGISTRAR

The auditors of the Corporation are KPMG LLP, Chartered Accountants, Suite 1200, 205 — 5th Avenue SW, Calgary,
Alberta T2P 4B9.

Computershare Trust Company of Canada, at its principal offices in Calgary, Alberta and Toronto, Ontario is the transfer
agent and registrar of the common shares-of the Corporation.
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RISK FACTORS

An investment in the common shares of the Corporation should be considered speculative due to the nature of the
Corporation's businesses and operations, including in particular their involvement in' the, acquisition, exploitation,
development, production and marketing of crude oil and natural gas and their present stages of development. In addition to
the other information in this Annual Information Form, shareholders should carefully consider each, and the cumulative
effect of all, of the following factors.

The reserve and recovery information contained in the PLA Report are only estimates and the actual production and
ultimate reserves from the Corporation's properties may be greater or less than the estimates prepared in such report. The
PLA Report has been prepared using certain commodity price assumptions which are described in the notes to the reserve
tables. If lower prices for crude oil, natural gas liquids and natural gas are realized by the Corporation and substituted for
the price assumptions utilized in the PLA Report, the present value of estimated future net cash flows for the Corporation's
reserves would be reduced and the reduction could be significant, particularly based on the constant price case assumptions.
Exploration for oil and natural gas involves many risks, which even a combination of experience and careful evaluation
may not be able to overcome. There is no assurance that further commercial quantities of oil and natural gas will be
discovered by the Corporation.

The future development of the- Corporation's oil and natural gas properties may require additional financing and there are no
assurances that such financing will be available or, if available, will be available upon acceptable terms.

The Corporation's operations are subject to the risks normally incidental to the operation and development of oil and natural
gas properties and the drilling of oil and natural gas wells, including encountering unexpected formations or pressures,
blow-outs and fires, all of which could result in personal injuries, loss of life and damage to property of the Corporation and
others. In accordance with customary industry practice, the Corporation is not fully insured against all of these risks, mor
are all such risks insurable. Although the Corporation maintains liability insurance in an amount which it considers
adequate and consistent with industry practice, the nature of these risks is such that liabilities could exceed policy limits, in
which event it could incur significant costs that could have a material adverse affect upon its financial condition. “Oil and
natural gas production operations are also subject to all the risks typically associated with such operations, including
premature decline of reservoirs and the invasion of water into producing formations.

Environmental regulation is becoming increasingly stringent and costs and expenses of regulatory compliance are
increasing. Although the Corporation believes that it is in material compliance with currently applicable environmental
regulation, changes to such regulations may have a material adverse affect on the Corporation. Additionally, the potential
impact on the Corporation's operations and business of the Kyoto Protocol which has now been ratified by Canada, with
respect to instituting reductions of greenhouse gases is difficult to quantify at this time as specific measures for meeting
Canada's commitments have not been developed.

Continuing production from a property; and to some extent the marketing of production therefrom, are largely dependent
upon the ability of the operator of the property. Operating costs on most properties have increased steadily over recent
years. To the extent the operator fails to perform these functions properly, revenue may be reduced. Payments from
production generally flow through the operator and there is a risk of delay and additional expense in receiving such
revenues if the operator becomes insolvent. Both oil and natural gas prices are unstable and are subject to fluctuation. Any
material decline in prices could result in a reduction of the Corporation's net production revenue. The economics of
producing from some wells may change as a result of lower prices, which could result in a reduction in the volumes of the
Corporation's reserves. The Corporation might also elect not to produce from certain wells at lower prices. All of these
factors could result in a material decrease in the Corporation's net production revenue causing a reduction in its oil and gas
acquisition and development activities. In addition, bank borrowings that may be available to the Corporation may be in
part determined by the company's borrowing base. A sustained material decline in prices from historical average prices
could further reduce such borrowing base, therefore reducing the bank credit available and could require that a portion of its
bank debt be repaid.

The Corporation uses the full cost method of accounting for oil and natural gas properties. Under this accounting method,
capitalized costs are reviewed for impairment to ensure that the carrying amount of these costs is recoverable based on
expected future cash flows. To the extent that such capitalized costs (net of accumulated depreciation and depletion) less
future taxes exceed the present value of estimated future net cash flows from its proved oil and natural gas reserves, those
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excess costs would be required to be charged to operations. Canadian Generally Accepted Accounting Principles
("GAAP") require that management apply certain accounting policies and make certain estimates and assumptions which
affect reported amounts in the consolidated financial statements of the Corporation. The accounting policies may result in
non-cash charges to net income and write-downs of net assets in the financial statements. Such non-cash charges and write-
downs may be viewed unfavourably by the market and result in an inability to borrow funds and/or may result in a decline
in the trading prices of the common shares of the Corporation. Under GAAP, the net amounts at which petroleum and
natural gas costs on a property or project basis are carried are subject to a cost-recovery ‘test which is based in part upon
estimated future net cash flows from reserves. If net capitalized costs exceed the estimated recoverable amounts, the
Corporation will have to charge the amounts of the excess to earnings. A decline in the net value of oil and natural gas
properties could cause capitalized costs to exceed the cost ceiling, resulting in a charge against earnings. The net value of
oil and gas properties are highly dependent upon the prices of oil and natural gas. GAAP requires that goodwill balances be
assessed at least annually for impairment and that any permanent impairment be charged to net income. A permanent
reduction in reserves, decline in commodity prices, and/or reduction in the trading price of the common shares of.the
Corporation may indicate a goodwill impairment. An impairment would result in a write-down of the goodwill value and a
non-cash charge against net income. The calculation of impairment value is subject to management estimates and
assumptions. Emerging GAAP surrounding hedge accounting may result in non-cash charges against net income as a result
of changes in the fair market value of hedging instruments. A decrease in the fair market value of the hedging instruments
as the result of fluctuations in commodity prices and foreign exchange rates may.result in a write-down of net assets and a
non-cash charge against net income. Such write-downs and non-cash charges may be temporary in nature if the fair market
value subsequently increases. '

- The Corporation (including Medbroadcast as well as Rock Energy) is or has been engaged in one or more of the
technology, mining or oil and natural gas business and its operations are subject to certain unique provisions of the /ncome
Tax Act (Canada) and applicable provincial income tax legislation relating to characterization of costs incurred in its
business which effects whether such costs are deductible and, if deductible, the rate at which they may be deducted forthe
purposes of calculating taxable income. The Corporation has reviewed the income tax returns of Medbroadcast with
respect to the characterization of the costs incurred in either the technology or the resource property business, as applicable,
as well as other matters generally applicable to all corporations including the ability to offset future income against prior
year losses. The Corporation (including Medbroadcast as well as Rock Energy) has filed or will file all required income tax
returns and believe that it is in full compliance with the provisions of the Income Tax Act (Canada) and applicable
provincial income tax legislation, but such returns are subject to reassessment. In the event of a successful reassessment of
the Corporation (including Medbroadcast as well as Rock Energy) it may be subject to a higher than expected past or future
income tax liability as well as potentially interest and penalties and such amount could be material.

From time to time the Corporation may enter into agreements to receive fixed prices on its oil and natural gas production to
offset the risk of revenue losses if commodity prices decline; however, if commodity prices increase beyond the levels set
in such agreements, the Corporation will not benefit from such increases and the Corporation may nevertheless be obligated
to pay royalties on such higher prices, even though not received by it, after giving effect to such agreements.

World oil prices are quoted in United States dollars and the price received by Canadian producers is therefore affected by
the Canadian/U.S. dollar exchange rate that may fluctuate over time. A material increase in the value-of the Canadian
dollar may negatively impact the Corporation's net production revenue. In addition, the exchange rate for the Canadian
dollar versus the U.S. dollar has increased significantly over the last 12 months, resulting in the receipt by the Corporation
of fewer Canadian dollars for its production. From time to time the Corporation may enter into agreements to fix. the
exchange rate of Canadian to United States dollars in order to offset the risk of revenue losses if the Canadian dollar
increases in value compared to the United States dollar; however, if the Canadian dollar declines in value compared to the
United States dollar, it will not benefit from the fluctuating exchange rate.

There are numerous uncertainties inherent in estimating quantities of reserves and cash flows to be derived therefrom,
including many factors that are beyond the control of the Corporation. These evaluations include a number of assumptions
relating to factors such as initial production rates, production decline rates, ultimate recovery of reserves, timing and
amount of capital expenditures, marketability of production, future prices of oil and natural gas, operating costs and
royalties and other government levies that may be imposed over the producing life of the reserves. These assumptions were
based on price forecasts in use at the date the relevant evaluations were prepared and many of these assumptions are subject
to change and are beyond the control of the Corporation. Actual production and cash flows derived therefrom will vary
from these evaluations, and such variations could be material. The foregoing evaluations are based in part on the assumed
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success of exploitation activities intended to be undertaken in future years. The reserves and. estimated cash flows to be
derived therefrom contained in such evaluations will be reduced to the extent that such exploitation activities do not achieve
the level of success assumed in the evaluations. ‘

The marketability and price of oil and natural gas which may be acquired or discovered by the Corporation will be affected
by numerous factors beyond its control. The Corporation will be affected by the differential between the price paid by
refiners for grades of oil produced by the Corporation. The ability of the Corporation to market its natural gas may depend
upon its ability to acquire space on pipelines which deliver natural gas to commercial markets. The Corporation is also
subject to market fluctuations in the prices of oil and natural gas, deliverability uncertainties related to the proximity of its
reserves to pipelines and processing facilities and related to operational problems with such pipelines and facilities and
extensive government regulation relating to price, taxes, royalties, land tenure, allowable production, the export of oil and
natural gas and many other aspects of the oil and natural gas business. The Corporation are also subject to a variety of
waste disposal, pollution control and similar environmental laws. The oil and natural gas industry is intensely competitive
and the Corporation must compete in all aspects of its operations with a substantial number of other corporations which
have greater technical or financial resources. '

Title to oil and natural gas interests is often not capable of conclusive determination without incurring substantial expense.
In accordance with industry practice, the Corporation conducts such title reviews in connection with its principal properties
as it believes are appropriate having regard to the value of such properties. To the extent title defects do exist, it is possible
that the Corporation may lose a portion of its right, title, estate and interest in and to the properties to which the title relates.

The Corporation does not anticipate paying any dividends on its outstanding shares in the foreseeable future.

The directors of the Corporation may be engaged and may continue to be engaged in the search for oil and gas interests on
their own behalf and on behalf of other companies, and situations may arise where the directors may be in direct
competition with the Corporation. Conflicts of interest, if any, which arise will be subject to and governed by procedures
prescribed by the corporation's governing corporate law statute which require a director of a corporation who is a party to,
or is a director or an officer of, or has some material interest in any person who is a party to, a material contract or proposed
material contract with the Corporation, disclose his or her interest and, in the case of directors, to refrain from voting on any
matter in respect of such contract unless otherwise permitted under such legislation.

Holders of common shares of the Corporation must rely upon the experience and expertise of the management of the
Corporation. The continued success of the applicable is largely dependant on the performance of its key employees.
Failure to retain or to attract and retain additional key employees with necessary skills could have a materially adverse
impact upon the company's growth and profitability.

INDUSTRY CONDITIONS

The oil and gas industry is subject to extensive controls and regulations imposed by various levels of government. Outlined
below are some of the more significant aspects of the legislation, regulations and agreements governing the oil and gas
industry. All current legislation is a matter of public record and the Corporation is unable to predict what additional
legislation or amendments may be enacted.

Government Regulation

The oil and natural gas industry is subject to extensive controls and regulations ‘imposed by various levels of government.
It 3s not expected that any of these controls or regulations will affect the operations of Rock in a manner materially different
than they would affect other oil and gas companies of similar size.

Pricing and Marketing - Oil

In Canada, producers of oil negotiate sales contracts directly with oil purchasers, with the result that the market determines
the price of oil. The price depends in part on oil quality, prices of competing fuels, distance to market, the value of refined
products and the supply/demand balance. Oil exports may be made pursuant to export contracts with terms not exceeding 1
year in the case of light crude, and not exceeding 2 years in the case of heavy crude, provided that an order approving any
such export has been obtained from the National Energy Board ("NEB"). Any oil export to be made pursuant to a contract
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of longer duration (to a maximum of 25 years) requires an exporter to obtain an export licence from the NEB and the issue
of such a licence requires the approval of the Governor in Council.

Pricing and Marketing - Natural Gas

In Canada, the price of natural gas sold in inter-provincial and international trade is determined by negotiation between
buyers and sellers. Natural gas exported from Canada is subject to regulation by the NEB and the Government of Canada.
Exporters are free to negotiate prices and other terms with purchasers, provided that the export contracts must continue to
meet certain criteria prescribed by the NEB and the Government of Canada. Natural gas exports for a term of less than 2
years or for a term of 2 to 20 years (in quantities of not more than 30,000m*/day), must be made pursuant to an NEB order.
Any natural gas export to be made pursuant to a contract of longer duration (to a maximum of 25 years) or a larger quantity
requires an exporter to obtain an export licence from the NEB and the issue of such a licence requires the approval of the
Govemor in Council.

The governments of Alberta, British Columbia and Saskatchewan also regulate the volume of natural gas, which may be
removed from those provinces for consumption elsewhere based on such factors as reserve availability, transportation
arrangement and-market considerations.

The North American Free Trade Agreemeni

On January 1, 1994, the North American Free Trade Agreement ("NAFTA") among the governments of Canada, the U.S.
and Mexico became effective. NAFTA carries forward most of the material energy terms contained in the Canada-U.S.
Free Trade Agreement. In the context of energy resources,-Canada continues to remain free to determine whether exports
to the U.S. or Mexico will be allowed provided that any export restrictions do not: (i) reduce the proportion of energy
tesource exported relative to domestic use (based upon the proportion prevailing in the most recent 36 month period), (i)
impose an export price higher than the domestic price, and (iii) disrupt normal channels of supply. All three countries are
prohibited from imposing minimum export or import price requirements.

NAFTA contemplates the reduction of Mexican restrictive trade practices in the energy sector and prohibits discriminatory
border restrictions and export taxes. The agreement also contemplates clearer disciplines on regulators to ensure fair
implementation of any regulatory changes and to minimize disruption of contractual arrangements, which is important for
Canadian natural gas exports. '

Royalties and Incentives

In addition to federal regulation, each province has legisiation and regulations which govern land tenure, royalties,
production rates, environmental protection and other matters. The royalty regime is a significant factor in the profitability
of oil'and natural gas production. Royalties payable on production from lands other than Crown lands are determined by
negotiations between the mineral owner and the lessee. Crown royalties are determined by government regulation and are
generally calculated as a percentage of the value of the gross production, and the rate of royalties payable generally depends
in part on prescribed reference prices, well productivity, geographical location, field discovery date and the type or quality
of the petroleum product produced.

From time to time the governments of Canada and the provinces of Alberta, Saskatchewan and Manitoba have established
incentive programs which have included royalty rate reductions, royalty holidays and tax credits for the purpose of
encouraging natura] gas exploration or enhanced planning projects.

Environmental Regulation

The oil and natural gas industry is currently subject to environmental regulation pursuant to provincial and federal
legislation and the laws of countries other than Canada. Environmental legislation provides for restrictions and prohibitions
on releases or emissions of various substances produced or utilized in association with certain oil and gas industry
operations. In addition, legislation requires that well and facility sites be abandoned and reclaimed to the satisfaction of
provincial authorities. A breach of such legislation may result in the imposition of fines and penalties.
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The Corporation is committed to meetmg its responsibilities to protect the environment wherever it operates and anticipates
making increased, although not material, expenditures of both a capital and expense nature as a result of the increasingly
stringent laws relating to the protection of the environment. The Corporation believes that 1t is in material compliance with
environmental laws and regulations applicable as at the date hereof.

Kyoto Protocol

In December of 2002, Canada became a signatory to the Kyoto Protocol. The implementation of this plan has not been
fully defined by the Federal Government. Until an implementation plan is developed, it is impossible to assess the impact
on specific industries and individual businesses within an industry. It is generally believed that the oil and gas industry, as
a major producer of carbon dioxide (as a necessary by-product and emission of hydrocarbon productlon) will bear a
disproportionately large share of the ant;clpated cost of implementation.

ADDITIONAL INFORMATION

Additional information, including directors' and officers’ remuneration and indebtedness, principal holders of the
Corporatlon s securities, options to purchase securities and interests of insiders in material transactions, if applicable, is
contained in the Corporation's Information Circular --Proxy Statement dated August 11, 2004, which relates to the Annual
General Meeting of Shareholders to be held on September 14, 2004. Additional financial information is contained in the
consolidated financial statements of the Corporation for the year ended March 31, 2004 and the Management's Discussion
and Analysis contained in the Corporation's 2004 Annual Report.

The Corporation will provide to any person or corporation, upon request to the Corporation:

{a) ‘when the securities of the Corporation are in the course of a distribution pursuant to a preliminary short
form prospectus or a short form prospectus:

(i) one copy of the Corporation’s annual information form, together with one copy of any document,
or the pertinent pages of any document, incorporated therein by reference;

(i1) one cof)y of the comparative financial statements of Rock for its most recently completed
financial year in respect of which such financial statements have been issued, together with the
report of the auditor thereon, and one copy of any interim financial statements of the Corporation
subsequent to the financial statements for Rock's most recent financial year;

(3ii) one copy of the management information circular of the Corporation in respect of its most recent
annual meeting of shareholders that involved the election of directors or one copy of any annual
filing prepared i in heu of that circular, as appropriate, and

(iv) one copy of any other document that is incorporated by reference into the preliminary short form
prospectus or the short form prospectus and are not required to be provided under (i) to (iii)
above; or

(b) at any other time, a copy of the documents referred to in clauses (a)(i), (il) or (iii) above, provided the

Corporation may require a payment of a reasonable charge if the request is made by a person or
Corporation who is not a security holder of the Corporation.

Additional copies of this Annual Information Form and the materials listed in the preceding paragraph are available on the

foregoing basis and upon request by contacting the Corporation at its offices at 2400, 500 - 4th Avenue S.W., Calgary,
Alberta T2P 2V6, or by phone at (403) 218-4380, fax at (403) 234-0598 or email at info@rockenergy.ca.



SCHEDULE "A"
REPORT ON RESERVES DATA

To the board of directors of Rock Energy Ine. (the "Company"):

1. We have evaluated the Company's reserves data as at March 31, 2004. The reserves data consist of the
following:
(a) 6] ‘ proved and proved .p]us probable oil and gas reserves estimated as at March 31, 2004

using forecast prices and costs; and

) the related estimated future net revenue; and
(b) ® proved oil and gas reserves estimated as at March 31, 2004 using constant prices and
costs; and
)  the related estimated future net revenue.
2.> The reserves data are the responsibility of the Company's management. Our responsibility is to express an

opinion on the reserves data based on our evaluation.

3. We carried out our evaluation in accordance with standards set out in the Canadian Oil and Gas Evaluation
Handbook (the "COGE Handbook") prepared jointly by the Society of Petroleum Evaluation Engineers
(Calgary Chapter) and the Canadian Institute of Mining, Metallurgy & Petroleum (Petroleum Society).

4. Those standards require that we plan and perform an evaluation to obtain reasonable assurance as to
whether the reserves data are free of material misstatement. An evaluation also includes assessing whether
the reserves data are in accordance with principles and definitions presented in the COGE Handbook.

5. The following table sets forth the estimated future net revenue (before deduction of income taxes)

_ attributed to proved plus probable reserves, estimated using forecast prices and costs and calculated using a

discount rate of 10 percent, included in the reserves data of the Company evaluated by us for the year

ended March 31, 2004, and identifies the respective portions thereof that we have audited, evaluated and
reviewed and reported on to the Company's board of directors:

Description and Location of Net Present Value of Future Net Revenuc
Independent Qualified Preparation Date Reserves (County (before income taxes, 10% discount rate)
Reserves Evaluator or of Evaluation or Foreign
Auditor ’ Report Geographic Area) Audited Evaluated Reviewed Total
Paddock Lindstrom & Associates Lid. May 6, 2004 Canada $nil $5,816,000 $nil $5,816,000
6. In our opinion, the reserves data respectively evaluated by us have, in all material respects, been

determined and are in accordance with the COGE Handbook. We express no opinion on the reserves datd
that we reviewed but did not audit or evaluate.

7. We have no responsibility to update our reports referred to in paragraph 4 for events and circumstances
occurring after their respective preparation dates.
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Because the reserves data are based on judgements regarding future events, actual results will vary and the:
variations may be material. . ‘ :
(signed) "Paddock Lindstrom & Associates Ltd."
Paddock Lindstrom & Associates Lid.

Calgary, Alberta
August 11; 2004



SCHEDULE "B"

REPORT OF MANAGEMENT AND DIRECTORS o
ON RESERVES DATA AND OTHER INFORMATION'

Managemerit of Rock Energy Inc. (the "Company") are responsible for the preparation and disclosure of information
with respect to the Company's oil and gas activities in accordance with securities regulatory requirements. This
information includes reserves data, which consist of the following:

(a) @ proved and proved plus probable oil and gas reserves estimated as at March 31, 2004 -
using forecast prices and costs; and

(i1) the related estimated future net revenue; and
(b) () proved oil and gas reserves estimated as at January I, 2004 using constant prices and
costs; and’
(i) the related estimated future net revenue.

An independent qualified reserves evaluator has evaluated the Company's reserves data. The report of the
independent qualified reserves evaluator is presented on Schedule "A" of this Annua] Information Form.

The Audit Committee of the board of directors of the Company has

(c) reviewed the Company's procedures for providing information to the independent qualified”
reserves evaluator; . :

(d met with the independent qualified reserves evaluator to determine whether any restrictions
affected the ability of the independent qualified reserves evaluator to report without reservation;
and

(e) reviewed the reserves data with management and the independent qualified reserves evaluator.

The Audit Committee of the board of directors has reviewed the Company's procedures for assembling and reporting
other information associated with oil and gas activities and has reviewed that information with management. The
board of directors has, on the recommendation of the Audit Committee, approved '

(f). the content and filing with securities regulatory authorities of the reserves data and other oil and
gas information;

(g) the filing of the report of the indepen-dent qualified reserves evaluator on the reserves data; and

(h) the content and filing of this report.
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Because the reserves data are based on judgments regarding future events, actual results will vary and the variations
may be material. :

(signed) "Allen J. Bey" (signed) "Sean E. Moore"

Allen ). Bey Sean E. Moore ‘

President and Chief Executive Officer Vice President, Production

(signed) "Peter Malowany" ' (signed) "Stuart G. Clark"

Peter Malowany ‘ Stuart G. Clark

Director and Chairman of the Reserves Committee Director and Member of the Reserves Committee

August 11, 2004
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“/ ‘ FEE RULE . N

FORM 13-502F1
ANNUAL PARTICIPATION FEE FOR REPORTING ISSUERS

Reporting issuer Name: Rock Energy Inc.

Participation Fee for the
Financial Year Ending: March 31, 2004

Complete Only One of 1, 2 or 3:

"~ 1. Class 1 Reporting Issuers (Canadian Issuers - Llsted in Canada and/or the

us.,)

Market value of equity securities:

Total number of equity securities of a class or series outstanding at the end of the

issuer's most recent financial year $8.993.152
Simpie average of the closing price of that class or series as of the last trading day of

each of the months: of the financial year (under paragraph 2.5(a)(ii)(A) or (B) of the

Rule) X $4.50
Market value of class or series = $40.469.,184
$40.469,184(A)
(Repeat the above calculation for each class or series of equity securities of the
reporting issuer that are listed and posted for trading, or quoted on a marketplace in
Canada or the United States of America at the end of the financial year) -
' (A

Market value of corporate debt or preferred shares of Reporting Issuer or .
Subsidiary Entity referred to in Paragraph 2.5(b)(ii): Nil(B)
[Provide details of how determination was made.]

(Repeat for each class or series of corporate debt or preferred shares) n/a(B)

Total Capitalization {add market value of all classes and series of equity

securities and market value of debt and preferred shares) (A) + (B) = - $40.469,184
Total fee payable in accordance with Appendix A of the Rule $2,500
Reduced fee for new Reporting Issuers (see section 2.8 of the Rule) nia
Total Fee Payable X  Number of months remaining in financial year
year or elapsed since most recent financial year
12

3
=
n

Late Fee, if applicable
(please include the calculation pursuant to section 2.9 of the Rule)

2. Class 2 Reporting Issuers (Other Canadian Issuers)

Financial Statement Values (use stated values from the audited financia! statements of the reporting issuer
as at its most recent audited year end):

Retained earnings or déﬂcit

Contributed surplus

(G:\05838310003\Form 13-502F1.doc




Share capital or owners’ equity, options, warrants and preferred shares (whether such shares are classified
as debt or equity for financial reporting purposes)

Long term debt (including the current portion)

Capital leases (including the current portion)

Minority or non-controliing interest

items classified on the balance sheet between current liabilities and shareholders’ equity (and not otherwise
listed above)

Any other item forming part of shareholders’ equity and not set out specifically above
Total Capitalization
Total Fee payable pursuant to Appendix A of the Rule
Red.uced fee for new Reporting Issuers (see section 2.8 of the Rule)
Total Fee Payable x  Number of months rémaining in financial year
‘ year or elapsed since m10231 recent financial year

Late Fee, if applicable (blease include the calculation pursuant to section 2.9 of the Rule)

3. Class 3 Reporting Issuers (Foreign Issuers)

Market value of securities:

If the issuer has debt or equity securities listed or traded on a marketplace located
anywhere in the world (see paragraph 2.7(a) of the Rule):

Total number of the equity or debt securities outstanding at the end of the reporting
issuer's most recent financial year

Simple average of the published closing market price of that class or series of equity or
debt securities as of the last trading day of each of the months of the financial year on
the marketplace on which the highest volume of the class or series of securities were
traded in that financial year. X

Percentage of the class registered in the name of, or held beneficially by, an Ontario
person X

(Repeat the above calculation for each class or series of equity or debt securities of the
reporting issuer) =

Capitalization (add market vaiue of all classes and series of securities)

Or, if the issuer has no debt or equity securities listed or traded on a marketplace located
-anywhere in the world (see paragraph 2.7(b) of the Rule):

Financial Statement Values (use stated values from the audited financial statements of
the reporting issuer as at its most recent audited year end): ’

Retained earnings or deficit
Contributed surplus

Share capital or owners’ equity, options, warrants and preferred shares (whether such shares are
classified as debt or equity for financial reporting purposes)

Long term debt (including the current portion)

(G:\058383\0003\Form 13-502F 1.doc




Capital leases (including the current portion)

Minority or non-controliing interest

tems classified on the balance sheet between current liabilities and shareholders’ equity (and not
otherwise listed above) :

Any other item forming part of shareholders’ eqguity and not set out specifically above

Percentage of the outstanding equity securities registered in the name of, or held beneficially by, an
Ontario person X

Capitalization

Total Fee payable pursuant to Appendix A of the Rule
Reduced fee for new Reporting Issuers (see section 2.8 of the Rule)
Total Fee Payable x  Number of months remaining in financial year

year or elapsed since most recent financial year -
12 : . i

Late Fee, if applicable
(please include the calculation pursuant to section 2.9 of the Rule)

G:\05838310003\Form 13-502F1.doc




Notes and Instructiohs

1. This participation fee is payable by reporting issuers other than investment funds that do not have
an unregistered investment fund manager. »

2. The capitalization of income trusts or investment funds that have no investment fund manager,
which are listed or posting for trading, or quoted on, a marketplace in either or both of Canada or
the U.S. should be determined with reference to the formuta for Class 1 Reporting Issuers. The
capitalization of any other investment fund that has no investment fund manager should be
determined with reference to the formula for Class 2 Reporting Issuers.

3. All monetary figures should be expressed in Canadian dollars and rounded to the nearest
thousand. Closing market prices for securities of Class 1 and Class 3 Reporting Issuers should be
converted to Canadian dollars at the [daily noon] in effect at the end of the issuer's last financial
year, if applicable. \

4. A reporting issuer shall pay the appropriate participation fee no later than the date on which it is
required to file its annual financial statements.

5. The number of listed securities and. published market closing prices of such listed securities of a
reporting issuer may be based upon the information made available by a marketplace upon which
securities of the reporting issuer trade, uniess the issuer has knowledge that such information is
inaccurate and the issuer has knowledge of the correct information.

6. Where the securities of a class or series of a Class 1 Reporting Issuer have traded on more than
one marketplace in Canada, the published closing market prices shall be those on the marketplace
upon which the highest volume of the class or series of securities were traded in that financial year. *
If none of the class or series of securities were traded on a marketplace in Canada, reference
should be made to the marketplace in the United States on which the highest volume of that class
or series were traded. '

7. Where the securities of a class or series of securities of a Class 3 Reporting Issuer are listed on
more than one exchange, the published closing market prices shall be those on the marketpiace on
which the highest volume of the class or series of securities were traded in the relevant financial
year.

G:\058383\0003\Form 13-502F1.doc



File No. 82-34785

EN |
trockenergy,,
Rock Energy files Annual Information Form

August 18, 2004

Calgary, ALBERTA: Rock Energy Inc. (TSX: RE) today filed its Annual Information Form

that includes Rock’s reserves data and other oil and gas information for the year ended
March 31, 2004, as mandated by National Instrument 51-101 Standards of Disclosure
for Oil and Gas Activities of the Canadian Securities Administrators. .

Copies of Rock’s Annual information Form may be obtained on www.sedar.com or the
company website at www.rockenergy.ca.

Rock Energy Inc. is a Calgary, Alberta, Canada based oil and natural gas exploration
development and production company.

For further information contact:

Allen Bey President & CEO
(403) 218-4380

or
Peter Scott

Vice President, Finance & CFO
(403) 218-4380



File No. 82-34785

| interim Results for the Period Ended June 30, 2004

CORPORATE SUMMARY

FINANCIAL Three months Three months

ended ended

June 30, 2004 June 30, 2003

Oil and gas revenue $661,851 $524,146

Cash flow from operations $276,367 $111,324

Per share ~ basic and diluted $0.03 $0.04
Net income $145,120 $57,807

Per share ~ basic and diluted $0.02 $0.02

Capital expenditures, net $1,018,682 $125,874

As at As at

June 30, 2004 June 30, 2003

Working capital $15,322,639 $2,675,315

Common shares outstanding 8,993,152 3,476,373

Options outstanding ' 418,848 nil

9,412,000 3,476,373

OPERATIONS

Three months
ended
June 30, 2004

Three months
ended
June 30, 2003

Average daily production
Crude oil and NGLs (bbis/d)
Natural gas {mcfid)
Barrels of oil equivalent (boe/d)

Average product prices
Crude oil (CDN$/bbl)
NGLs (CDN$/bbl)
Natural gas (CDN$/mcf)
BOEs (CDN$/boe)

Field netback (CDN$/boe)

g9
433

171 -

$42.26
$38.87

$7.30
$42.54

$23.79

75
481
1585

$36.28
$30.99

$6.52
$37.13

$21.03




PRESIDENT'S MESSAGE

| am pieased to present the financial and operating results for Rock Energy Inc. for the fiscal guarter ended June 30,
2004, . ' ‘

During the period capital expenditures were primarily focused on increasing our undeveloped land position, which
now exceeds 8,500 net acres, and the inventory of exploration drilling. prospects which continues to grow.
Operationally the production from our Medicine River property declined from 186 boe/d during the guarter ended
March 31, 2004 to 171 boe/d for the current quarter. This decline is essentially a result of natural declines in the gas
wells, plus rate limitations imposed on the oil wells. Compared to the same quarter in the prior year production
increased approximately 10%. L ’

Financial results for the period remained positive with revenue, funds from operations and net income all higher for

“the quarter ended June 30, 2004 compared to the prior year period. These increases were driven by higher
production, product prices and interest income and lower net G&A expense partially offset by higher royalties. Capital
expenditures of $1.0 miliion increased significantly during the quarter and were funded from operations and working
capital. Our positive working capital position of $15.3 million will be able to fund our grass roots program for the
remainder of the calendar year.

As we enter the last half of 2004, Rock continues to develop a grass roots program in east central Alberta and west
central Saskatchewan. Drilling of our exploratiori prospect inventory will begin in the third calendar quarter of 2004
and we expect to test 6 -10 exploration”leads by year-end. In addition to this exploration program, we continue to
aggressively pursue both corporate and asset acquisition opportunities that will complement our activities and solidify
our foundation.

On behalf of the Board of Directors,

Allen J. Bey
President and CEO
August 11, 2004




MANAGEMENT’S DISCUSSION AND ANALYSIS

The following discussion and analysis is dated August 11, 2004 and is management's assessment of Rock Energy
Inc.’s historical and operating results, together with future prospects, and should be read in conjunction with the
unaudited consolidated financial statements of Rock Energy Inc. for the three months ended June 30, 2004 and the
consolidated financial statements for the year-ended March 31, 2004. The discussion provided herein is incremental
to that included in management's discussion and analysis in respect of its audited consolidated financial statements
for the year-ended March 31, 2004,

This discussion contains forward-looking statements that involve risk and uncertainties. Such information, although
considered reasonable by management at the time of preparation, may prove to be incorrect and actual results may
differ materially from those anticipated in the statements made. All financial information is reported in Canadian
_dollars and in accordance with Canadian generally accepted accounting principles (GAAP) uniess otherwise noted.

Rock Energy Inc. ("Rock™ or the Company”) is actively engaged in the acquisition, exploration, development and
production of oil and natural gas resources in western Canada.

Production

3 Months Ended 3 Months Ended

06/30/04 06/30/03 Quarterly
Production Change
Gas (mcf/d) 433 481 {10%)
Oil {bbi/d) 81 57 42%
NGL (bbl/d) 18 18 -
-boe/d (6:1) 171 155 10%

For the first fiscal quarter boe production increased by 10% over the equivalent quarter in 2003 as a result of a re-
completed Jurassic oil well that was tied-in in October 2003 partially offset by natural production declines.

Product Prices

3 Months 3 Months
Realized Product Prices Ended Ended Quarterly

06/30/04 06/30/03 Change
Gas ($/mcf) 7.30 6.52 12%
Oil (8/bbl) 42.26 36.26 17%
NGL ($/bbl) 38.87 30.99 25%
boe (6:1) 42.54 37.13 15%
Average Benchmark Prices
Gas - NYMEX Daily Spot (US$/mcf) - 6.1 5.63 2%
Gas — AECO C Daily Spot ($/mcf) 7.00 6.81 3%
Oil — WT! Cushing (US$/bbl) 38.31 28.91 33%
Oil — Edmonton.light ($/bbl) 50.61 . 4112 23%
US$/Cdn$ exchange rate : 0.736 0.716 3%

Revenue

The vast majority of the Company’s revenue is derived from oil and gas operations. Other income represents interest
income earned from cash invested in term deposits.

3 Months Ended 3 Months Ended

06/30/04 06/30/03 Quarterly

Change
Oil and Gas Revenue $661,851 $524,148 26%
Qther Income $67,809 $12,466 444%

Increased production and product prices resulted in an increase to oil and gas revenue for the guarter ended June
30, 2004 in comparison to the quarter ended June 30, 2003. .




Other income increased five-fold over the same quarter of 2003 as a result of higher cash balances from previous
financings being invested. Interest income is expected to decline as the Companys capnal program ‘gets underway
and cash balances are reduced.

Royalties
- 3 Months 3 Months' :
- Ended Ended Quarterly
06/30/04 06/30/03 Change
Royalties $172,561 $106,465 62%
As percentage of oil and gas revenue 26.1% 20.3% 28.6%
Per boe (6:1) $11.08 $7.54 47%

Royalties for the quarter ended June 30, 2004 are higher on all bases in comparison to the same quarter of 2003,
mainly as a result of higher realized product prices and the inclusion of an estimated freehold mineral tax adjustment
for 2004. The 2003 freehoid mineral tax adjustment was recorded in its entirety in the fourth quarter of the previous
fiscal year and therefore does not appear in the guarter ended June 30, 2003.

Operating Expense

3 Months 3 Months
Ended Ended Quarterly
06/30/04 06/30/03 ___Change
Operating expense $119,760 $120,865 (1%)
Per boe (8:1) $7.67 $8.56 (10%)

Operating expenses on a per boe basis have been reduced by 10% over the same quarter last year due to increased
production volumes between the eguivalent quarters. Operating expenses in aggregate remained at about the same
level betweén quarters as the costs associated with the new production were offset by efficiencies gained at the
property.

General and Administrative (G&A) Expense

In October 2003, we increased our number of staff from four (in the fourth quarter of fiscal 2003) to seven (in the third
and fourth quarters of fiscal 2004), to undertake our grassroots exploration and development initiative. At that time,
we began to capitalize certain G&A expenses based on personnel involved with this effort, including certain salaries
and related overhead costs. The overhead costs have been allocated based on the percentage of salaries associated
with exploration and development staff.

3 Months 3 Months

G&A Expense Ended Ended Quarterly

. 06/30/04 06/30/03 Change
Gross $282,051 $175,093 - 61%
Per boe (6:1) -$18.10 $12.40 46%
Capitalized $121,676 N.A. N.A.
Per boe (6:1) $7.81 N.A. N.A.
Net $160,375 $175,093 (8%)
Per boe (6:1) $10.29 $12.40 (17%)

Interest Expense

3 Months 3 Months

’ Ended Ended Quarterly

06/30/04 06/30/03 Change
Interest expense $597 $22,865 (97%)
Per boe (8:1) $0.04 $1.62 (98%)

Interest expense for the quarter ended June 30, 2003 consisted primarily of interest incurred in conjunction with the
flow-through share issues. The resource deductions with respect to the financings has been renounced to the
investors, however the Company has not yet spent all of the funds. As a result, the Company will incur a financing
charge on the amount yet to be spent.




Depletion and Depreciation (D&D)

3 Months 3 Months

Ended Ended Quarterly
06/30/04 06/30/03 Change
D&D expense $79,650 $49,148 - 62%
Per boe (6:1) $5.11 $3.48 47%

The depletion and depreciation expense and boe rate for the quarter ended June 30, 2004 were higher compared to
the same quarter in 2003 due to a higher capital base.

Accretion

3 Months . 3 Months

Ended Ended Quarterly

‘ 06/30/04 06/30/03 Change
Accretion expense $5,303 $4,369 21%
Per boe (6:1) $0.34 $0.31 10%

Accretion expense represents the change in the time value of the asset retirement obligation (“ARQ") over the
applicable period. The underlying ARO may be increased over a period based on new obligations incurred from
drilling wells or constructing facilities. Similarly this obligation can also be reduced as a result of abandonment work
undertaken and reducing future obligations. During the quarter no new obligations or abandonment work occurred.

Funds from Operations and Net Income

3 Months 3 Months

Ended Ended Quarterly

06/30/04 06/30/03 Change
Funds from Operations $276,367 $111,324 148%
Per boe (6:1) $17.74 $7.88 125%
Per share (basic & fully diluted) $0.03 $0.04 (25%)
Net Income $145,120 $57,807 151%
Per boe (6:1) $9.31 - $4.09 128%

Per share (basic & fully diluted) $0.02 $0.02 0%

Weighted Average Shares Outstanding 8,993,152 3,004,187 199%
Fully diluted 9,067,763 3,004,187 201%

Per share amounts have been restated for all periods to include the effect of the 30 for 1 -share consolidation that
occurred in February 2004. Weighted average per share amounts increased for the quarter ended June 30, 2004 due
to the equity issue compieted in January 2004 and the acquisition of Rock Energy Ltd. in January 2004. :

Funds from operations and net income for the quarter ended June 30, 2004 were $276,367 or $0.03 per share and
$145,120 or $0.02 per share respectively. Funds from operations and net income improved over the same quarter of
last year due to higher oil and gas revenues, interest income and lower net general and administrative expenses.

Capital Expenditures

3 Months 3 Months

Ended Ended Quarterly
06/30/04 06/30/03 . Change
Office equipment $nil $58,214 n/a
Capitalized G&A '$121,676 $nil nfa
Land $780,441 $nil n/a
Geologica! and Geophysmal $108,718 - $nit n/a
Exploration and Development $6,847 $67,660 (90%)
Total $1,018,682 $125,874 710%

Capital expenditures for the quarter ended June 30, 2004 was focused on building the Company's undeveloped land
base, -building our base to approximately 8,500 undeveloped acres at quarter end Driling of prospects is expected
to commence in the third calendar quarter of 2004.
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Liquidity and'Capital Resources

Our net working capital position as at June 30, 2004 totaled $15.3 million, consisting mostly of term deposits or cash..
The decrease from March 31, 2004 levels primarily refiects the capital expenditures for the period. Rock had no debt
at June 30, 2004 ($nil at March 31, 2004), other than trade payables of $0.8 miliion ($0.8 million at March 31, 2004).

Selected Quarterly Data

The following table provides selected quarterly information for Rock. With the exception of the quarter ended March
31, 2004, all previous guarterly information is that for Rock Energy Ltd. which commenced oil and gas. operations

January 2003. -
3 Months 3 Months 3 Months 3 Months 3 Months 3 Months
Ended Ended Ended Ended Ended Ended
06/30/04 03/31/04 12/31/03 09/30/03 06/30/03 03/31/03
(unaudited) {unaudited) (unaudited) _ (unaudited) (unaudited) (unaudited)
Production (boe/d) 171 186 192 174 155 185
Price realizations ($/boe) $42.54 $39.48 $34.78 $35.25 $37.13 $47.40
Rovalties ($/boe) $11.08 %1116 $8.36 $9.73 $7.54 $12.66
Operating expense ($/boe) $7.67 - $6.56 $5.24 $7.99 $8.56 $9.60
Field netback ($/boe) $23.79 $21.76 $21.18 $17.53 $21.03 $25.14
Net G&A expense $160,375 $211,021 $145,888 $190,526 $175,093 $146,779
Stock-based compensation $46,294 $46,295 $ nil $nil $ nil $ nil
Funds from operations $276,367 $301,161 $105,465 $88,383 $111,324 $279,826
Net income - v $145120 $158,282 $23,380 $14,001 $57,807 $220,609
Capital expenditures $1,018,682 $318,888 $192,625 $386,392 $125,874 $26,961
As at As at As at As at Asat As at
06/30/04 03/31/04 12/31/03 09/30/03 06/30/03 03/31/03
Working capital ($000) $15,323 $16,065 $2,881 $2,377 $2,675 $2,613

Note: Quarterly information has been re-stated for the retroactive adoption of the ARO accounting standard.

Outstanding Share Data

At the date of this report there are 8,993,152 common shares outstanding and 451,848 options to purchase common

shares outstanding.



ROCK ENERGY INC.
Consolidated Balance Sheets

June 30, 2004 and March 31, 2004

June 30, 2004

March 31, 2004

(unaudited)
Assets
Current Assets:

Cash and cash equivalents $15,693,151 $16,293,473

Accounts receivable 271,915 302,351

Prepaids and other deposits 139,572 126,989

Other assets - 127,723

16,104,638 16,850,536
Property, plant and equipment 4,332,548 3,313,866
Accumulated depletion and depreciation (426,370) (346,720)
3,906,178 2,967,146
Goodwill 2,051,967 2,051,967
$22,062,783 $21,869,649

Liabilities and Shareholders’ Equity

Current Liabilities:

Accounts payable and accrued liabilities $781,899 $785,582
Asset retirement obligation 287,393 282,090
Shareholders’ Equity: .

Share capital (note 1) 20,281,602 20,281,602

Contributed surpius 92,590 46,296

Retained earnings 619,199 474,079

20,993,391 20,801,977
$22,062,783 $21,869,649

See accompanying noted to consolidated financial statements.

Approved by the Board:

G £

Stuart G. Clark Allen J. Bey
Director Director



ROCK ENERGY INC.
Consolidated Statements of Income and Retained Earnings

For the Three Months Ended June 30, 2004 and 2003

2004 2003
(unaudited) (unaudited,
. restated)
Revenues - : o
Oil and gas revenue $661,851 ) $524,146
Royalties, net of ARTC (172,561) {106,465}
QOther income 67,809 12,466
557,099 430,147
Expenses: :
General and administrative 160,375 175,093
Operating 119,760 120,865
Interest 597 22,865
Stock based compensation (note 2) 46,294 -
Accretion 5,303 4,369
Depletion and depreciation : 79,650 49,148
411,979 372,340
Net income for the period 145,120 57,807
Retained earnings, beginning of period 474,079 220,609
Retained earnings, end of period $619,199 $278.,416
Basic and diluted earnings per share (note 3) $0.02 $0.02

See accompanying notes to consolidated financial statements.



ROCK ENERGY INC.
Consolidated Statements of Cash Flows

For the Three Months Ended June 30, 2004 and 2003

. 2004 2003
(unaudited} (unaudited,
restated)
Cash provided by (used in):
Operating:
Net income for the period $145,120 957,807
Add: Non-cash items:
Depletion and depreciation 79,650 49,148
Accretion 5,303 4,369
Stock-based compensation (note 2) 46,294 -
276,367 111,324
Changes in non-cash working capital 161,323 475,154
- 437,690 586,478
Financing:
Issuance of common shares - 77,000
Changes in non-cash working capital (19,330) -
(19,330) 77,000
Investing:
Acquisition of property, plant and equipment {(1,018,682) (125,874).
(1,018,682) (125,874)
Decrease/Increase in cash and cash equivalents (600,322) 537,604
Cash and cash equivalents, beginning of period 16,293,473 2,174,331
Cash and cash equivalents, end of period $15,693,151 $2,711,935
Interest paid and received:
Interest paid $121 $57
Interest received $67,554 $12,466

See accompanying notes to consolidated financial statements. '




NOTES TO THE CCNSOLIDATED FINANCIAL STATEMENTS
For the Period Ended June 30, 2004

These unaudited interim consolidated financial statements include the accounts of Rock Energy Inc. (“Rock” or the
“Company”) and its wholly-owned subsidiary, Rock Energy Ltd. These unaudited interim consolidated financial
statements have been prepared following the same accounting policies and methods of computation as the audited
financial statements for the year-ended March 31, 2004. The disclosures herein are incremental to those included
with the annual consolidated financial statements. These unaudited consolidated financial statements and notes
should be read in conjunction with the audited consolidated financial statements and the notes. thereto in' the
~Company's annual report for the year-ended March 31, 2004.

1. Share Capital

_ Authorized:

10

Unlimited number of voting common shares, without stated par value.
300,000 preference shares, without stated par value.

Common Shares Issued:

Common shares of Rock Number Consideration

Issued and outstanding on March 31 and June 30, 2004 8,993,152 $20,281,602

As at March 31 and June 30, 2004 no preference shares were outstanding.

As of March 31 and June 30, 2004, Rock’ is committed to spend $0.6 million on drilling and exploration activities
before December 31, 2004 and $1.2 million on drilling and exploration activities before December 31, 2005 in
order to satisfy its row through share commitments.

Stock options:

The Company has a stock option plan (the “Plan”) under which it may grant options to directors, officers and
employees for the purchase of up to 865,617 common shares. Options are granted at the discretion of the board
of directors. The exercise price, vesting period and expiration period are also fixed at the time of grant at the
discretion of the board of directors.

On January 8, 2004 options were granted to acquire 418,848 common shares at $3.39 per share. The options
vest yearly in one-third tranches beginning on the first anniversary of the grant date and expire one year after
vesting. As at March 31 and June 30, 2004 all of the 418,848 options were outstanding.

2. Stock-based Compensation
Options granted to both employees and non-employees after March 31, 2003 are accounted for using the fair |

value method. The fair value of common share options as at the grant date is determined usmg a Black-Scholes
option pricing model and the foliowing assumptions:

Risk free interest rate: 4%
Expected life: 3 year average
Expected volatility: 30%

Expected dividend yield: 0%

The estimated fair value of the options is amortized to expense and credited to contributed surplus over the
option vesting period on a stralght-lme basis.



3. Per Share Information

Three months -

Three months

ended ended
June 30, 2004 June 30, 2003

Basic :
Net income per share $0.02 $0.02
Weighted average number of shares outstanding 8,993,152 3,004,187
Diluted o
Net income per share $0.02 $0.02
Weighted average number of shares outstanding 9,067,763 3,004,187

The number of shares used to calculate diluted net income per share for the three months ended June 30,
2004 included the weighted average number of shares outstanding of 8,893,152 (three months ended June
30, 2003 — 3,004,187) plus 74,611 (three months ended June 30, 2003 ~ nil) shares related to the dilutive

effect of stock options.
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File No. 82-34785

nmrockenergy

FORM 52-109F2

CERTIFICATION OF INTERIM FILINGS DURING TRANSISTIONPEII{}[~ D oy

P g

I, Allen J. Bey, President and Chief Executive Officer of Rock Energy Inc., cgr’fffy that:

1.

I have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-
109 Certification of Disclosure in Issuers' Annual and Interim Filings) of Rock Energy
Inc.(the issuer) for the interim period ending June 30, 2004;

Based on my knowledge, the interim filings do not contain any untrue statement of a
material fact or omit to state a material fact required to be stated or that is necessary to
make a statement not misleading in light of the circumstances under which it was made,
with respect to the period covered by the interim filings; and

Based in my knowledge, the interim financial statements together with the other financial
information included in the interim filings fairly present in all material respects the
financial condition, results of operations and cash flows of the issuer, as of the date and

for the periods presented in the interim filings.

Date: August 11, 2004

(signed) “Allen J. Bey”

Allen J. Bey
President and
Chief Executive Officer

) 2400 Altius Centre .
" 500 - 4th Avenue S.W.,, Calgary, Alberta T2P 2V6
Main: (403) 218-4380 Fax: (403) 234-0598




File No. 82-34785

mrockenergy

FORM 52-109F2
CERTIFICATION OF INTERIM FILINGS DURING TRANSISTION PERIOD

I, Peter D. Scott, Vice President, Finance and Chief Financial Officer of Rock Energy
Inc., certify that:

1. I have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-
109 Certification of Disclosure in Issuers' Annual and Interim Filings) of Rock Energy
Inc.(the issuer) for the interim period ending June 30, 2004;

2. Based on my knowledge, the interim filings do not contain any untrue statement of a
material fact or omit to state a material fact required to be stated or that is necessary to
make a statement not misleading in light of the circumstances under which it was made,
with respect to the period covered by the interim filings; and

3. Based in my knowledge, the interim financial statements together with the other financial
information included in the interim filings fairly present in all material respects the
financial condition, results of operations and cash flows of the issuer, as of the date and
for the periods presented in the interim filings.

Date: August 11, 2004

(signed) “Peter D. Scott”

Peter D. Scott
Vice President, Finance and
Chief Financial Officer

2400 Altius Centre
500 - 4th Avenue S.W., Calgary, Alberta T2P 2V6
Main: (403) 218-4380 Fax: (403) 234-0598
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MANAGEMENT’S DISCUSSION AND ANALYSIS

The following discussion and analysis is dated August 11, 2004 and is management's assessment of Rock Energy

Inc.'s historical and operating results, together with future prospects, and should be read in conjunction with the

unaudited consolidated financial statements of Rock Energy Inc. for the three months ended June 30, 2004 and the

consolidated financial statements for the year-ended March 31, 2004. The discussian provided herein is incremental

to that included in management's. discussion and analysis in respect of its audited consolidated financial statements
for the year-ended March 31, 2004.

This discussion contains forward-looking statements that involve risk and uncertainties. Such information, although

considered reasonable by management at the time of preparation, may prove to be incorrect and actual results may

. differ materially from those anticipated in the statements made. All financial information is reported in Canadian
“dollars and in accordance with Canadian generally accepted accounting principles (GAAP) unless otherwise noted.

. Rock Energy Inc. (“Rock™ or the Company”) is actively engaged in the acquisition, exploration, development and
production of‘oil and natural gas resources in western Canada.

Production

3 Months Ended . 3 Months Ended

06/30/04 06/30/03 Quarterly
Production Change
Gas (mcf/d) 433 481 (10%)
Oil (bbi/d) 81 57 : 42%
NGL (bbl/d) 18 18 -
boe/d (6:1) 171 155 10%

For the first fiscal quarter boe production increased by 10% over the equivalent quarter in 2003 as a result of a re-
completed Jurassic oil well that was tied-in in October 2003 partially offset by natural production declines.

Product Prices

3 Months 3 Months
Realized Product Prices Ended Ended Quarterly
06/30/C4 06/30/03 Change
Gas ($/mcf) 7.30 652 12%
Oil ($/bbl) 42.28 ‘ 36.26 17%
NGL ($/bbl) 38.87 30.99 25%
boe (6:1) v 42.54 3713 . 15%
Average Benchmark Prices
Gas — NYMEX Daily Spot (US$/mcf) 6.11 5.63 9%
Gas - AECO C Daily Spot ($/mcf) - - 7.00 6.81 3%
© Oil - WTI Cushing {US$/bbl) : 38.31 28.91 33%
Oil - Edmonton light ($/bbl) 50.61 _41.12 23%
US$/Cdn$ exchange rate 0.736 0.716 3%

Revenue

The vast majority of the Company’s revenue is derived from oil and gas operations. Other income represents interest
income earned from cash invested in term deposits.

3 Months Ended 3 Months Ended

06/30/04 06/30/03 Quarterly

Change
Qil and Gas Revenue $661,851 $524,146 26%
QOther Income $67,809 $12,466 444%

Increased production and product prices resulted in an increase to oil-and gas revenue for the quarter ended June
30, 2004 in comparison to the quarter ended June 30, 2003.



Other income increased five-fold over the same quarter of 2003 as a result of higher cash-balances from previous
financings being invested. Interest income is expected to decline as the Company’s capital program gets underway
and cash balances are reduced. o

Royalties
3 Months 3 Months
Ended - Ended Quarterly
06/30/04 06/30/03 Change
Royalties $172,561 $106,465 62%
As percentage of oil and gas revenue 26.1% 20.3% 28.6%
Per boe (6:1) $11.08 $7.54 47%

Royalties for the quarter ended June 30, 2004 are higher on all bases in comparison to the same quarter of 2003,
mainly as a result of higher realized product prices and the inclusion of an estimated freehold mineral tax adjustment
for 2004. The 2003 freehold mineral tax adjustment was recorded in its entirety in the fourth quarter of the previous
fiscal year and therefore does not appear in the quarter ended June 30, 2003.

Operating Expeﬁse

3 Months 3 Months -
Ended Ended Quarterly
06/30/04 06/30/03 Change
Operating expense $119,760 $120,865 (19%)
Per boe (6:1) $7.67 $8.56 (10%)

Operating expenses on a per boe basis have been reduced by 10% over the same quarter last year due to increased

production volumes between the equivalent quarters. Operating expenses in aggregate remained at about the same

level between quarters as the costs associated with the new production were offset by efficiencies gained at the
property.

General and Administrative (G&A) Expense

in October 2003, we increased our number of staff from four (in the fourth quarter of fiscal 2003) to seven (in the third

and fourth quarters of fiscal 2004), to undertake our grassroots exploration and development initiative. At that time,

" we began to capitalize certain G&A expenses based on personne! invoived with this effort, including certain salaries

. and related overhead costs. The overhead costs have been allocated based on the percentage of salaries associated
with exploration and development staff.

- 3 Months 3 Months .

G&A Expense - : Ended Ended Quarterly

06/30/04 06/30/03 Change
Gross $282,051 $175,093 61%
Per boe (6:1) '$18.10 $12.40 46%
Capitalized $121,676 N.A. N.A.
Per boe (6:1) $7.81 N.A. - N.A.
Net $160,375 $175,093 (8%)
Per boe (6:1) $10.29 $12.40 (17%)

Interest Expense

3 Months 3 Months

Ended Ended Quarterly
06/30/04 06/30/03 Change
Interest expense $597 $22,865 (97%)
Per boe (6:1) o - $0.04 $1.62 (98%)

Interest expense for the quarter ended June 30, 2003 consisted primarily of interest incurred in conjunction with the
flow-through share issues. The resource deductions with respect to the financings has been renounced to the
investors, however the Company has not yet spent all of the funds. As a result, the Company will incur a financing
charge on the amount yet to be spent.



Depletion and Depreciation (D&D)

3 Months 3 Months .

Ended Ended Quarterly

06/30/04 06/30/03 Change
D&D expense $79,650 $49,148 " 62%
Per boe (6:1) $5.11 $3.48 47%

The depletion and depreciation expense and boe rate for the quarter ended June 30, 2004 were hlgher compared to
the same quarter in 2003 due fo a h|gher capital base.

Accretion

3 Months 3 Months

Ended Ended Quarterly
06/30/04 06/30/03 Change
Accretion expense $5,303 $4,369 - 21%
Per boe (6:1) $0.34 $0.31 10%

Accretion expense represents the change in the time value of the asset retirement obligation (“ARO") over the
applicable period. The underlying ARO may be increased over a period based on new obligations incurred from
drilling wells or constructing facilities. Similarly this obligation can alsc be reduced as a result of abandonment work
undertaken and reducing future obligations. During the quarter no new obligations or abandonment work occurred.

Funds from Operations and Net income

3 Months 3 Months

Ended Ended Quarterly

06/30/04 06/30/03 Change
Funds from Operations $276,367 $111,324 148%
Per boe (6:1) $17.74 $7.88 125%
Per share (basic & fully diluted) $0.03 $0.04 (25%)
Net Income $145,120 $57,807 151%
Per boe (6:1) ‘ $9.31 $4.09 128%

Per share (basic & fully diluted) $0.02 $0.02 0%

Weighted Average Shares Outstanding 8,993,152 3,004,187 199%
Fully diluted 9,067,763 3,004,187 201%

Per share amounts have been restated for all periods to include the effect of the 30 for 1 share consolidation that
occurred in February 2004. Weighted average per share amounts increased for the quarter ended June 30, 2004 due
to the equity issue completed in January 2004 and the acquisition of Rock Energy Ltd. in January 2004.

Funds from operations and net income for the quarter ended June 30, 2004 were $276,367 or $0.03 per share and .
$145,120 or $0.02 per share respectively. Funds from operations and net income improved over the same quarter of
last year due to higher oil and gas revenues, interest income and lower net general and administrative expenses.

Capital Expenditures

3 Months 3 Months
Ended Ended Quarterly

06/30/04 06/30/03 Change
Office equipment $nil $58,214 n'a
Capitalized G&A $121,676 $nil n/a
Land : $780,441 $nil nia
Geological and Geophysical $109,718 $nil n/a
Exploration and Development $6,847 $67,660 (90%)
Total $1,018,682 $125,874 710%

Capital expenditures for the quarter ended June 30, 2004 was focused on building the Company's undeveloped land
base, building our base to approximately 8,500 undeveloped acres at quarter end Drilling of prospects is expected
. to. commence in the th|rd calendar quarter of 2004.
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Liquidity and Capital Resources

Our net working capital position as at June 30, 2004 totaled $15.3 million, consisting mostly of term deposits or cash.
The decrease from March 31, 2004 ievels primarily reflects the capital expenditures for the period. Rock had no debt
at June 30, 2004 ($nil at March 31, 2004), other than trade payabies of $0.8 million ($0.8 miliion at March 31, 2004).

Selected Quarterly Data
The following table provides selected quarterly information for Rock. With the exception of the quarter ended March

31, 2004, all previous quarterly information is that for Rock Energy Ltd. which commenced oil and gas operations
January 2003.

3 Months 3 Months ~ 3 Months 3 Months 3 Months 3 Months
Ended Ended Ended Ended Ended - Ended
06/30/04 03/31/04 12/31/03 09/30/03 06/30/03 03/31/03
(unaudited) {unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
Production (boe/d) 171 186 192 174 155 185
Price realizations ($/boe) $42.54 $390.48 $34.78 $35.25 $37.13 $47.40
Royalties ($/boe) $11.08 . $11.16 $8.36 $9.73 $7.54 $12.66
Operating expense ($/boe) $7.67 $6.56 $5.24 $7.99 $8.56 $9.60
Field netback ($/boe) T $23.79 $21.76 $21.18 - - $17.53 $21.03 $25.14
Net G&A expense $160,375 $211,021 $145,888 $190,528 $175,093 $146,779
Stock-based compensation $46,294 $46,295 $ nil $ nil " $nil $ nil
Funds from operations $276,367 $301,161 $105,465 . $88,383 . $111,324 - $279,826
Net income ‘ $145,120 $158,282 . $23,380 $14,001 $57,807 $220,609
Capital expenditures $1,018,682 $318,888 $192,625 $386,392 $125,874 $26,961
As at As at As at As at -As at As at
: 06/30/04 03/31/04 12/31/03 09/30/03 06/30/03 03/31/03
Working capital ($000) $15,323 $16,065 $2,881 $2,377 $2,675 $2,613

Note: Quarterly information has been re-stated for the retroactive adoption of the ARO accounting standard.
Outstanding Share Data

At the date of this report there are 8,993,152 common shares outstanding and 451,848 options to purchase common
shares outstanding. .
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ROCK ENERGY INC.

Information Circular - Proxy. Statement
for the Annual General Meeting to be held on September 14, 2004

PROXIES
Solicitation-of Proxies
This information circular - proxy statement is furnished in connection with the solicitation of proxies

by or on behalf of our management for use at our annual general meeting of the shareholders of Rock to be held
on Tuesday, September 14, 2004, at the Westin Hotel Calgary, 320 — 4™ Avenue SW, Calgary, Alberta, and at any

adjournment thereof. Forms of proxy must be addressed to and reach our Corporate Secretary, c/o Computershare

Trust -Company of Canada, 100 University Avenue, 9th Floor, Toronto, Ontario, M5] 2Y1 Attention: Proxy
Department, not less than 48 hours (excluding Saturdays, Sundays and holidays) before the time for holding the
meeting or any adjournment thereof, Only shareholders of record at the close of business on August 13, 2004, will
be entitled to vote at the meeting, unless that shareholder has transferred any shares subsequent to that date and the
transferee shareholder, not later than 10 days before the meeting, establishes ownership of the shares and demands
that the transferee's name be included on the list of shareholders.

The instrument appointing a proxy must be in writing and must be executed by you or your attomey
authorized in writing or, if you are 'a corporation, under your corporate seal or by a duly authorized officer or
attorney of the corporation.

The persons named in the enclosed form of proxy are our officers. As a shareholder you have the right
to appoint a person, who need not be a shareholder, to represent you at the meeting. To exercise this right

.you should insert the name of the desired representative in the blank space provided on the form of proxy

and strike out the other names or submit another appropriate proxy.
Advice to Beneficial Holders of Common Shares

The information set forth in this section is of significant importance to you if you do not hold your common
shares in your own name. Only proxies deposited by shareholders whose names appear on our records as the
registered holders of common shares can be recognized and acted upon at the meeting. If common shares are listed
in your account statement provided by your broker, then in almost all cases those common shares will not be
registered in your name on our records. Such common shares will likely be registered under the name of your
broker or an agent of that broker. In Canada, the vast majority of such shares are registered under the name of CDS
& Co., the registration name for The Canadian Depository for Securities Limited, which acts as nominees for many
Canadian brokerage firms. Common shares held by your broker or their nominee can only be voted upon your
instructions. Without specific instructions, your broker or their nominee is prohibited from voting your shares.

- Applicable regulatory policy requires your broker to seek voting instructions from you in advance of the
meeting. -Every broker has its own mailing procedures and provides its own return instructions, which you should
carefully follow in order to ensure that your shares are voted at the meeting. Often, the form of proxy supplied by.
your broker is identical to the form of proxy provided to registered shareholders, However, its purpose is limited to
instructing the registered shareholder how to vote on your behalf. The majority of brokers now delegate
responsibility for obtaining instructions from clients to ADP Investor Services Inc. who mails a scannable voting
instruction form in lieu of the form of proxy. You are asked to complete and return the voting instruction form to
them by mail or facsimile. Alternately, you can call their toll-free telephone number to vote your shares. They then
tabulate the results of all instructions received and provide appropriate instructions respecting the voting of shares to
be represented at the meeting. If you receive a voting instruction form from ADP Investor Services Inc., it cannot be
used as a proxy to vote shares directly at the meeting as the proxy must be returned to ADP Investor Services Inc,
well in advance of the meeting in order to have the shares voted.
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Revocability of Proxy

You may revoke your proxy at any time prior to a vote. If you or the person you give your proxy attends
personally at the meeting you or such person may revoke the proxy and vote in person. - In addition to revocation in
any other manner permitted by law, a proxy may be revoked by an instrument in writing executed by you or your
attorney authorized in writing or, if you are a corporation, under your corporate seal or by a duly authorized officer
or attorney of the corporation. To be effective the instrument in writing must be deposited either at our head office
at any time.up to and including the last business day before the day of the meeting, or any adjournment thereof, at
which the proxy is to be used, or with the chairman of the meeting on the day of the meeting, or any adjournment
thereof.

Persons Making the Solicitation

This solicitation is made on behalf of our management. We will bear the costs incurred in the preparation
and mailing of the form of proxy, notice of annual general meeting and this information circular - proxy statement.
In addition to mailing forms-of proxy, proxies may be solicited by personal interviews, or by other means of
communication, by our directors, officers and employees who will not be remunerated therefore.

Exercise of Discretion by Proxy

The commeon shares represented by proxy in favour of management nominees will be voted on any poll at
the meeting. Where you specify a choice with respect to any matter to be acted upon the shares will be voted on any
poll in accordance with the specification so made. 1f you do not provide instructions your shares will be voted in
favour of the matters to be acted upon as set out herein. The persons appointed under the form of proxy which
we have fumnished are conferred with discretionary authority with respect to amendments or variations of those®
matters specified in the form of proxy and notice of annual general meeting and with respect to any other matters
which may properly be brought before the meeting or any adjournment thereof. At the time of printing this
information circular - proxy statement, we know of no such amendment, variation or other matter.

VOTING SHARES AND PRINCIPAL HOLDERS THEREOF

We are authorized to issue an unlimited number of common shares without nominal or par value which
may be issued for such consideration as may be determined by resolution of the board of directors. As at August 11,
2004, there were 8,993,152 common shares issued and outstanding. As a holder of common shares you are entitled
to one vote for each share you own.

We are also authorized to issue 300,000 preference shares without nominal or par value which may be
issued for such consideration as may be determined by resolution of the board of directors. As at August 11, 2004,
_ there were no preference shares issued and outstanding. :

To the knowledge of our directors and officers, as at August 11, 2004, no person or company beneficially
owned, directly or indirectly, or exercised control or direction, over more than 10% of our common shares other than
the Bey Family Trust of Calgary, Alberta, which holds 1,594,668 common shares or 17.7% of the issued and
outstanding common shares. Allen Bey, the President and Chief Executive Officer of the Corporation, 1s a
beneficiary of the Bey Family Trust.

As at August 11, 2004, our directors and officers, as a group, beneficially owned, directly or indirectly, or
exercised control over 2,397,727 common shares or approximately 26.7% of the issued and outstanding common
shares.

MATTERS TO BE ACTED UPON AT THE MEETING

Election of Directors

At the meeting, the shareholders will be asked to fix the number of directors to be elected at the meeting at
4 members and to elect 4 directors.
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Management is soliciting proxies, in the accompanying form of proxy, for an ordinary resolution in favour-
of fixing the board of directors at 4 members, and in favour of the election as d1rectors of the 4 nominees set forth
below:

Leanne Bate
Allen J. Bey
Stuart G. Clark
Peter Malowany

In the event that a vacancy among such nominees occurs because of death or for any reason prior to the
meeting, the proxy shall not be voted with respect to such vacancy.

The names and municipalities of residence of all of the persons nominated for election as directors, the .
approximate number of common shares beneficially owned, directly or indirectly, or over which control or direction
is exercised, by each of them, the dates on which they became directors, and their principal occupations, as of
August 11, 2004, were as follows:

Number of common shares

beneficially ewned directly

or indirectly or over which
: control or direction is

Name Principal occupation Director since exercised®

Leanne Bate™ President of iN8 Consulting (a | April 27, 2000 13,848

private firm whose principal ‘

business is providing financial

and management services)

Allen J. Bey™ President and Chief Executive | October 3, 2003 1,694,3369
Calgary, AB Officer of the Corporation
Stuant G. Clark™PX Independent Businessman January 8, 2004 172,239
Calgary, AB

Peter Malowany“ " Vice President of Morgas Ltd. (a | January 8, 2004 14,760
Calgary, AB private oil and gas company)

Notes:

H Chairman of the Board.

) Member of the Audit Committee of the Corporation.

3) Member of the Compensation Committee of the Corporation.

Q)] Member of the Reserves Committee of the Corporation..

(5) Excludes common shares held by associates of the individual, except as otherwise noted.

(6) Includes 1,594,668 common shares held by a family trust of which Mr. Bey is a trustee.

@) In addition, Leanne Bate, Allen J. Bey, Stuart G. Clark and Peter Malowany have been granted options to purchase

11,961, 79,734, 11,961 and 11,961 common shares, respectively, at a price of $3.39 expiring one year after the date of
vesting (the options vest yearly in one-third tranches beginning on the first anmversary of January 8, 2004, such date
being the grant date, and expire one year after the vesting date).
- (8) The Corporation does not have an executive committee.

The information as to voting securities beneficially owned, directly.or indirectly, is based upon information
furnished to us by the nominees.

Appointment of Auditors
Management is soliciting proxies, in the accompanying form of proxy, in favour of the appomtment of the
firm of KPMG LLP, Chartered Accountants, as our auditors, to hold office until the next annual meeting of the

shareholders and to authorize the directors to fix their remuneration as such. KPMG LLP were first appointed as our
auditors on January 7, 2004.
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"DIRECTORS' AND OFFICERS' COMPENSATION
Composition and Role of the Compensation Committee

The Board has appointed a Compensation Committee comprised of Messrs. Clark and Malowany. The
Compensation Committee is charged with, among other things, the establishment and periodic review of our
compensation philosophy, the compensation and performance standards for the Chief Executive Officer and the
other executive officers and the approval of executive compensation disclosure.

Compensation Committee Report on Compensatioh
~TO: The Shareholders of Rock Energy Inc.
Executive and E)ﬁplo yee Compensation Strategy

‘Our compensation policies are founded on the principal that executive and employee compensation should
be consistent with shareholders' interests and therefore the compensation strategy is significantly weighted towards a
stock ownership compensation strategy. The objectives of the program are to attract and retain a high quality
management and employeeteam and to motivate performance by tying a significant portion of the compensation to
enhancement in share value and to encourage all employees to become significant shareholders. Any director, who
is also an executive officer, is excused from the compensation committee and directors' meetings during any
discussion of his compensation. We do not have a pension plan or other form of formal retirement compensatlon
Our compensation plan consists of the following items:

s  base salary
¢ long-term stock options
e bonuses

The compensation of all our employees, including executive officers, is consistent with the above policies.
A description of the criteria used in each element of compensation is set forth below.

Base Salaries

Our policy is that salaries for our executive officers, including the Chief Executive Officer, and other
employees shall be competitive within our industry and generally at the 75th percentile salary level among industry
peer companies of similar size.

Long-Term Stock Options

Stock options are granted under our stock option plan to our directors, officers and employees upon their
commencement of service. Additional grants are made periodically to recognize the exemplary performance of; or .
the special contribution by eligible individuals. An annual grant may be made to eligible individuals based on
individual performance and our performance during the most recently completed financial year in relation to
performance expected. Stock options are granted by our board on the recommendation of the chief executive
officer, in the case of employees, and by the Compensation Commiittee, ini the case of executive officers including
the Chief Executive Officer.

The share option plan is designed to motivate all employees to focus on the long-term interests of Rock and
its shareholders. Options may be exercised at the market price in effect on the date of grant and the realizable value
of the option grants is entirely dependent on the appreciation in the market price of the common shares. The options
generally vest in one-third tranches beginning on'the first anniversary of the grant date and usually expire one year
after the vesting date.

Total option grants are presently limited to the number of shares permitted under the rules of the Toronto
Stock Exchange. Stock option grants are determined by factors including the number of eligible individuals
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currently under the option plan and our future hiring plans, subject to limits under the rules of the Toronto Stock
Exchange. ' ' L

Bonuses

All full time employees are eligible to receive a bonus. The size of the bonus pool is based on the
recommendation of the Compensation Committee. In determining the bonus pool size, the Compensation
Committee considers:

success in achieving company objectives;

common share price performance;

growth in cash flow and earnings per share;

growth in asset value; .
progress in implementing the business strategy; and
competitive issues pertaining to attracting quality personnel

Establishment and payment of bonuses is subject to approval of the board of directors. and the board of
directors has the right to amend or suspend the bonus plan at its discretion.

Summary

The compensation committee believes that long term shareholder value is enhanced by competitive
compensation based upon corporate performance achievements. Through the plans described above, a significant
portion of the compensation for all employees, including executive officers, is based on corporate performance, as.
well as, where applicable, industry-competitive pay practices.

Compensation Committee Members: Stuart G. Clark
Peter Malowany

Compensation of Named Executive Officers
The following table sets forth information concerning the compensation paid to our Chief Executive

Officer and Chief Financial Officer and any other executive officers whose total salary and bonus exceeded
- $150,000 for the years ended March 31, 2004, 2003 and 2002 {collectively, the "Ngmed Executive Officers").
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Long-term compensation
Annual compensation Awards Pavouts
Securities Shares
under subject to .
: Other annual options resale LTIP All other.
Name and principal Fiscal Salary Bonus compensation granted restrictions payouts compensation -

position year (8) (8) 3) # 8) (6] )
Allen J. Bey 20042 25,500% Nil -0 79,734 Nil Nil C -
President and Chief :
Executive Officer
Peter D. Scott 20047 25,500%) Nil K 79,734 Nil Nil -
Vice President, Finance and
Chief Financial Officer
Leanne Bate 2004 77,340 Nil Nil 11,961 Nil Nil < Nil
Interim President, CEO, 2003 73,224 Nil Nil Nil Ni} Nil Nil
CFO and Sccretary 2002 68,300 Nil Ni! NA | Ni] Nil Ni)
Michael E. Pezim, MD = | 20029 57,692 - Nil 24,6109 Nil Nil Nil Nil
President, CEQ, Chairman ) ’

Notes:

M
@

3
4
&)
(6)

The value of perquisites and other personal benefits received by the Named Executive Officers was not greater than
10% of total annual salary and bonus.

Messrs. Bey and Scott were appointed to their respective offices on January 6, 2004 and accordingly this information is
for the period from January 6, 2004 to March 31, 2004 only.

Represents $102,000 per year on an annualized basis.

Ms. Bate resigned from her offices on January 6, 2004.

Mr. Pezim resigned from his offices on July 16, 2001,

This amount includes vacation paid in lieu of time in the amount of $15,610 and consulting fees paid in the amount of
$5.000.

Stock Options Granted During the Year Ended March 31, 2004

The following table sets forth details with respect to all options granted to the Named Executive Officers

during the year ended March 31, 2004.

Market value
of securities
underlying options

Percentage of
total options
granted to

Securities under Exercise or

options granted | employees in 2004 base price on date of grant
Name #) (%) ($/security) ($/security) Expiration Date
Allen J. Bey 79,734 19.0 3.39 3.39 o
Peter D. Scott 79,734 19.0 3.39 3.39 o

Note:

M

- Options granted expire one year after the date of vesting. All such options vest in one-third tranches beginning on the

first anniversary of January 6, 2004, such date being the grant date. The exercise price of the options was determined
prior to the completion of the transaction whereby in January 2004 the Corporation acquired all of the outstanding
shares of Rock Energy Ltd. :

The above stock options to acquire common shares were granted pursuant to our stock option plan.

Stock Options exercised during the Year Ended March 31, 2004 and Year End Option Values

The following table sets forth with respect to the Named Executive Officers, the number of options

exercised and the number of unexercised stock options and the value of in- the-money stock options based upon the
closing price of the common shares of $4.90 on March 31, 2004.
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‘ Value of unexercised
Unexercised stock in-the-money stock
Securities Aggregate options at year-end . . options at year-end
acquired value # 6]
on exercise realized exercisable / exercisable /
Name (#) (&) unexercisable unexercisable
Allen J. Bey Nil Nil - / 79,734 - / 120,398
Peter D. Scott Nil Nil - ;719,734 - ;120,398

Employment Arrangements

Currently there are no employment agreements or "change in control agreements” in place between us and
any of our executive officers. ‘

Directors

We have established a pollcy for the compensatxon of directors (other than directors who are also officers
of Rock) whereby each director is entitled to receive options under the Corporation's option plan. Currently no
annual retainers are paid to directors. Directors are reimbursed for their out-of-pocket expenses incurred in carrying
out their duties as directors.

Performance Graph

The following graph illustrates our five year cumulative shareholder return, as measured by the closing
price of our (or our predecessor's) common shares at the end of each financial year, assuming an initial investment
of $100 on March 31, 1999, compared to the S&P/TSX Composite Index, assuming the reinvestment of dividends
where applicable.

—&— Rock(1)
~f— S&P/TSX Composite(2)

March 31, March 31, March 31, March 31, March 31, March 31,
1999 2000 2001 2002 2003 2004
’ March 31, | March 31, | March 31, | March 31, { March 31, { March 31,
1999 2000 2001 2002 2003 2004 -
Rock"” 100 87 10 3 2 6
S&P/TSX Composite™® 100 143 115 119 96 130
Notes:
(03] After giving effect to the 1:30 consolidation which occurred effective February 18, 2004.
2y The S&P/TSX Composite Index was previously called the TSE 300 Index.

’
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STATEMENT OF CORPORATE GOVERNANCE PRACTICES

In 1995, the Toronto Stock Exchange adopted a set of guidelines which were revised in 1999 (the
"Guidelines") relating to corporate governance matters. The Guidelines address such matters as the constitution and
independence of boards of directors, the functions to be performed by boards and their committees, and the
relationship among a corporation's board, management and shareholders. All corporations listed on the Toronto
Stock Exchange must now annually disclose their approach to corporate governance with specific reference to each
of the fourteen specific Guidelines. Our disclosure with respect to the Guidelines is set forth in Schedule "A"
hereto. ‘

Our business strategy, operating strategy and business practices are overseen by the Board. The Board
meets regularly and is consulted with on major issues such as planning, acquisitions and divestitures and its focus is
the protection of our assets and shareholder value. The Board has established three standing committees to facilitate
the carrying out of the Board's duties and responsibilities and meeting applicable statutory and regulatory
requirements. These three committees are the Audit Committee, the Compensation Committee and the Reserves
Committee. In addition, from time to time, ad hoc committees may be appointed when special circumstances
dictate, with specific assignments for a limited duration.

The Audit Committee is comprised of the following three directors: Leanne Bate, Stuart G. Clark and Peter
Malowany. The Audit Committee annually recommends to the Board the nomination of the external auditors to be
appointed by the shareholders and maintains direct communications with such auditors. The Committee's
responsibilities include overseeing of the nature and scope of the annual audit, assessing the independence of the
Corporation's auditors, approving the annual audit fee, reviewing the Corporation's internal controls, reviewing
financial reporting and financial statements and other mandatory disclosure releases containing financial information
and recommending them for Board approval. Given the scope and nature of the Corporation's operations, together
with the familiarity the directors have with its affairs and the nature and extent of the Corporation's financial
exposure, the Board has determined that the use of a formal internal audit process is unnecessary.

The Compensation Committee is comprised of two directors. See "Directors’ and Officers’ Compensation —
Composition and Role of the Compensation Committee".

The Reserves Committee is comprised of the following three directors: Stuart G. Clark, Peter Malowany
and Allen Bey. The Reserves Committee has responsibility for reviewing the appointment of independent engineers
to evaluate the Corporation's oil and gas reserves, reviewing the report of and meeting with the independent
engineers and recommending approval of the reports relating to the Corporation's oil and gas reserves which are
required to be filed pursuant to National Instrument 51-101 to the Board of Directors.

In addition to the above committees, the board of directors acts as a committee-of-the-whole to assume
responsibilities as a nominating committee, when necessary, and responsibility for corporate governance policies
and practices. No separate committee has been formed for this purpose. The board of directors considers that
corporate governance practices are important to the Corporation and its shareholders and endeavours to review such
practices on a regular basis to ensure that they continue to be appropriate.

INTEREST OF INSIDERS IN MATERIAL TRANSACTIONS
There were no material interests, direct or indirect, of our insiders, proposed nominees for election as
directors, or any associate or affiliate of such insiders or nominees since April 1, 2003, or in any proposed

transaction which has materially affected or would materially affect us or any of our subsidiaries except as disclosed
herein. ‘ ‘

INTEREST OF CERTAIN PERSONS AND COMPANIES IN MATTERS TO BE ACTED UPON
Our management is not aware of any material interest of any director or executive officer or anyone who

has held office as such since the beginning of our last financial year or of any associate or affiliate of any of the
foregoing in any matter to be acted on at the meeting, other than as is disclosed herein.
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OTHER MATTERS

Our management knows of no amendment, variation or other matter to come before the meeting other than
the matters referred to in the notice of annual general meeting. However, if any other matter properly comes before
the meeting, the accompanying proxy will be voted on such matter in accordance with the best judgment of the
person voting the proxy. ‘ : '

ADDITIONAL INFORMATION

Additional information relating to Rock is available on SEDAR at www.sedar.com. Financial information
is provided in our comparative financial statements and management's discussion and analysis for 2004. To receive
a copy of our financial statements and related management's discussion and analysis please contact our Chief
Financial Officer at Rock Energy Inc., 2400, 500 - 4™ Avenue SW, Calgary, Alberta, T2P 2V6. If you wish, this
information may also be accessed on SEDAR at www.sedar.com.

DIRECTORS' APPROVAL

The contents and the sending of this information circular - proxy statement have been approved by our
directors. : :

The foregoing contains no untrue statement of a material fact and does not omit to state a material fact that
is required to be stated or that is necessary to make a statement not misleading in the light of the circumstances in

which 1t was made. _

Dated: August 11, 2004

"Allen J. Bey" ' "Peter D. Scott"
Allen J. Bey ' Peter D. Scott
President and Vice President, Finance and
Chief Executive Officer Chief Financial Officer
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SCHEDULE "A"

Rock Energy Inc. Guideline Compliance Table -

Corporation's internal control
and management information
systems.
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Corporate Governance Guideline Compliance Commentary
1. The Board should explicitly
assume responsibility for
stewardship of the
Corporation, including:
(a) ~ the adoption of a strategic Yes The board has initiated a strategic planning process
planning process; which involves ongoing meetings of the board to discuss
‘ strategic planning issues, with and without members of
management.
(b)  the identification of principal Yes Directly and through the audit committee, the board
- risks of the Corporation's monitors and receives periodic reports respecting
business and the operations, internal controls and business risks from
implementation of appropriate management and the external auditors and the
systems to manage these risks; independent reserve engineers. The identification of the
principal risks of our business and the implementation of -
appropriate systems to manage these risks are two of the
issues that the board is addressing in the ongoing
strategic planning process. :

- ()  succession planning, including Yes Given our size, the committee acts on an as-needed basis
appointing, training and to fill specific requirements at senior management levels.
monitoring senior
management;

(d) the Corporation's Yes The Board of individual members approve all of our
communications policy; and major compliance and communication documents,
including annual and quarterly reports, financing
documents, press releases and other disclosure
documents. In addition, the Board has delegated the
responsibility for direct shareholder communications to
the President and Chief Executive Officer and the Vice
President, Finance and Chief Financial Officer, who are
available to shareholders and the investment community
to discuss our business and operations. Both the .
President and Chief Executive Officer and the Vice
President, Finance and Chief Financial Officer can be
reached at our investor's relations line at (403)218-4380.
(e)  the integrity of the Yes The Board has used our auditors and outside advisors to

assess the integrity of our internal control and

management information system.



Corporate Governance Guideline

Compliance

Commentary

2.

The Board should be
constituted with a majority of
individuals who qualify as
unrelated directors.

The analysis of the application

of the principles supporting
the conclusion in paragraph 2
above.

The Board should appoint a
committee of directors
composed exclusively of
outside, i.e. non-management
directors, a majority of whom
are unrelated directors, with
the responsibility for
proposing to the full Board
new nominees to the Board
and for assessing directors on

an ongoing basis.

The Board should implement
a process to be carried out by
the Nominating Committee or
other appropriate committee
for assessing the effectiveness
of the Board as a whole, the
committees of the Board and
the contribution of individual
directors.

The existence of an
orientation and education
program for new recruits to
the Board.

The size of the Board and the
impact of the number of
directors upon the Board's
effectiveness.

Yes

Yes

No

Yes
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Three of the four members of .the board are unrelated
directors. :

Of the current four members: of the board, only one is 2
member of management. The remaining three are
independent of management and are free from any
interest and any business or other relationship (other than
interests and relationships arising from shareholdings)
which could, or could reasonably be perceived to,
materially interfere with such directors' ability to act in
our best interests.

Due to the size of the board, the board hds assumed,
amongst its mandates, the responsibility of proposing
new nominees to the board and for assessing directors on
an ongoing basis.

Given our size, the board does not have a formal process
for assessing the contribution of individual directors, on
an ongoing basis.

Given our size, there is no specific education and

orientation program for new board members. Regular

board meetings include meetings with management

where new board members can familiarize themselves

with our operations. The board will ensure that any new

directors will be provided with suitable materials and .
training to assist in their orientation to us and to their

roles within the Board; however, given that new directors

will be added infrequently, no formal orientation process

is felt necessary at this time.

The board is currently comprised of four directors which
the board believes is large enough to permit a diversity of
views while not being too large to detract from the
board's efficiency and effectiveness.



Corporate Governance Guideline  Compliance

Commentary

8.

11.

(a)

®)

12.

13.

(a)

The adequacy and form of the Yes
compensation of directors

should realistically reflect the
responsibilities and risk

involved in being an effective

director.

Committees of thie Board Yes
should generally be composed

of outside directors, a majority

of whom are unrelated

directors.

The Board's responsibility for - Yes
(or a commiittee of the Board's

general responsibility for)

developing the Corporation's

approach to governance

issues.

The Board has developed:

position descriptions for the Yes
Board and for the CEO,

involving the definition of the

limits to management's

responsibilities; and

the corporate objectives for Yes
which the CEO is responsible
for meeting.

The structures and procedures Yes
ensuring the Board can

function independently of

management.

The Audit Committee of the Yes
Board should be composed ‘
only of outside directors.
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Directors are compensated by the grant of stock options
under our stock option plan.” Compensation levels are
reviewed periodically by the compensation committee.
Director's liability insurance is provided. The board
believes that the compensation currently offered to
directors, in form and in amount, adequately reflects the
responsibilities and risk assumed by each member. ’

A majority of the members of each of the board's
comimittees are unrelated directors.

_The entire board has accepted the responsibility to

enhance corporate governance through a continuing
assessment of governance issues.

The board retains all powers not delegated by the board
to management or Board Committees. The board
remains responsible for directing our business and affairs
and for supervising management. Given our size, it is
felt that position descriptions for senior officers are not
required at this time,

The corporate objectives of the CEO include maximizing
shareholder value, implementing our business plan that is
being developed pursuant to the board's strategic
planning process, ~ developing and staffing our
management  structure and providing  effective
communication between the board, management and
shareholders. 1In addition, the CEQ's performance will be
measured annually against objectives set forth in the
annual budget. The corporate objectives for the CEO is
an additional issue that is being addressed in the ongoing
strategic planning process.

The board has appointed a chair of the board who is
responsible for ensuring that the board can function
independently of management.

The Audit Committee consists of Leanne Bate, Stuart G.
Clark and Peter Malowany, all of whom are outside
directors.



Corporate Governance Guideline  Compliance

(b)  The roles and responsibilities Yes‘

of the Audit Committee
should be specifically defined.

{¢)  The Audit Committee should Yes

have direct communication
channels with the internal and
external auditors to discuss
and review specific issues as
appropriate.

(d)  The Audit Committee's duties Yes

should include oversight
responsibility for management
reporting on internal controls
and should ensure that
management has designed and
implemented an effective
system of internal controls.

14.  The existence of a system Yes

which enables an individual
director to engage an outside
adviser at the expense of the
Corporation in appropriate
circumstances.
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Commentary

The Audit Committee has adopted a comprehensive list
of practices to guide its activities in order to fulfill this
mandate and provide further guidance to Audit
Committee members respecting their reviews.

The Audit Committee: (i) reviews with our auditors and
with management our accounting principles, policies and
practices; (i) reviews our audited consolidated financial
statements with the auditors prior to their submission to
the board for approval; and (iii) reviews with the auditors
the adequacy of our accounting, financial and operating

. controls and review with our independent reserve

engineer their annual reserve report.

The Audit Committee reviews and endorses the scope
and adequacy of management's reporting and the results
of the external audit activities.

A director or a group of directors may engage outside
advisors at our expense, subject to Board approval.




File No. 82-34785

ROCK ENERGY INC.

Notice of
Annual General Meeting of Shareholders
to be held on Tuesday, September 14, 2004

The annual general meeting of the shareﬁolders of Rock Energy Inc. will be held at the Westin Hotel
Calgary 320 - 4" Avenue SW, Calgary, Alberta on Tuesday, September 14, 2004, at 10:30 a.m. (Calgary time) to:

1. receive and consider our financial statements for the year ended March 31, 2004, together with the report of
the auditors and the report of the board of directors; " ' '

2. fix the number of directors to be elected at the meeting at 4 members;
3. elect 4 directors;
4. appoint‘the auditors and to authorize the directors to fix their remuneration as such; and
5 transact such other business as may proper)y b‘e‘brou.ght before the meeting or any adjournment thereof. .

The specific details of the matters proposed to be put before the meeting are set forth in the information
circular - proxy statement accompanying this notice.

If you are unable to attend the meeting in person we request that you date and sign the enclosed form of
proxy and mail it to or deposit it with our Corporate Secretary, ¢/o Computershare Trust Company of Canada, 100
University Avenue, 9th Floor, Toronto, Ontario, M5J 2Y1 Attention: Proxy Department. In order to be valid and
acted upon at the meeting, forms of proxy must be returned to the aforesaid address not less than 48 hours
(excluding Saturdays, Sundays and holidays) before the time for holding the meeting or any adjournment thereof.

Only shareholders of record at the close of business on August 13, 2004, will be entitled to vote at the
meeting, unless that shareholder has transferred any shares subsequent to that date and the transferee shareholder,
not later than 10 days before the meeting, establishes ownership of the shares and demands that the transferee's
name be included on the list of shareholders.

DATED at Calgary, Alberta this 11th day of August, 2004.

By order of the board of directors
"Allen J. Bey"

Allen 1. Bey s
President and Chief Executive Officer
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Filé No. 82-34785

ROCK ENERGY INC.

Instrument of Proxy
For Annual General Meeting of Shareholders.

The undersigned shareholder of Rock Energy Inc. (the "Corporation") hereby appoints Stuart G. Clark, Chairman of the
Board of the Corporation, or failing him, Allen J. Bey, President and Chief Executive Officer of the Corporation, or instead of either
of the foregoing, , as proxyholder of the undersigned, with full power of substitution, to attend
and act and vote for and on behalf of the undersigned at the Annual General Meeting of the shareholders of the Corporation (the
"Meeting"), to be held on September 14, 2004 and at any adjournment or adjournments thereof, and on every ballot that may take
place in consequence thereof to the same extent and with the same powers as if the undersigned were personally present at the
Meeting with authority to vote at the said proxyholders' discretion, except as otherwise specified below.

Without limiting the general powers hereby conferred, the under51gned hereby directs the said proxyholder to vote the shares
represented by this instrument of proxy in the following manner:

1.  FOR [] or AGAINST ] an ordinary resolution to fix the number of directors to be elected at the Meeting at four;

2. FOR [] or WITHHOLD FROM VOTING FOR [] the election of directors as specified in the Information. Circular —
Proxy Statement of the Corporation dated August 11", 2004 (the "Information Circular ~ Proxy Statement");

3. FOR [_] or WITHHOLD FROM VOTING FOR [ the appointment of KPMG LLP, Chartered Accountants, as auditors
of the Corporation for the ensuing year and the authorization of the directors to fix their remuneration as such; and

4, at the discretion of the said proxyholders, upon any amendment or variation of the above matters or any other matter that may
be properly brought before the Meeting or any adjournment thereof in such manner as such proxy, in such proxyholder's sole
judgment, may determine.

This Instrument of Proxy is solicited on behalf of the management of the Corporation. The shares represented by this
Instrument of Proxy will be voted and, where the shareholder has specified a choice with respect to the above matters, will be voted as
directed above or, if no direction is given, will be voted in favour of the above matters.

Each shareholder has the right to appoint a proxyholder, other than the persons designated above, who need not be a
shareholder, to attend and to act for him and on his behalf at the Meeting. To exercise such right, the names of the nominees of
management should be crossed out and the name of the shareholder's appointee should be legibly printed in the blank space
provided.

The undersigned hereby revokes ény proxies heretofore given.

Dated this day of ,2004.

(signature of shareholder)

(name of shareholder - please print)

(see over for notes)

G:\058383\0003\Proxy.doc -




NOTES:

If the shareholder is a corporation, its corporate seal must be affixed or it must be signed by an officer or
attomey thereof duly authorized. ‘ '

This form of proxy must be dated and the signature hereon should be exactly the same as the name in
which the shares are registered.

Persons signing as executors, administrators, trustees, etc., should so indicate and give thelr full title- as
such.

This instrument of proxy will not be valid and not be acted upon or voted unless it is completed as outlined
herein and delivered to the attention of the Corporation's Secretary, c¢/o Computershare Trust Company of
Canada, 100 University Avenue, 9* Floor, Toronto, Ontario, M5J 2Y1, Attention: Proxy Department, not
later than 48 hours (excluding Saturdays, Sundays and holidays) prior to the time set for the Meeting or any
adjournment thereof. A proxy is valid only at the meeting in respect of which it is given or any
adjournment(s) of that meeting,

If not dated, this proxy shall be deemed to bear the date on which it was mailed to shareholders by the
Corporation.
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File No. 82-34785

SUPPLEMENTAL MAILING LIST RETURN CARD

ROCK ENERGY INC.

TO: BENEFICIAL SHAREHOLDERS:

Rather than receiving financial statements by mail, you may choose to access them at
www.rockenergy.ca Under securities regulations, holders may elect annually to receive
financial statements by mail by completing and returning this card.

Computershare will use the information collected solely for the mailing of such financial

- statements. You may view our Privacy Code online or by requesting that we mail you a copy.
‘ [X] Interim Financial Statements

[X] Annual Report

Please place my name on your financial statements mailing list.

Name: (Please Print)

Address:
Postal Code:
Signature: Date:
I certify that I am a beneficial shareholder. - CUSIP: 772 089 108

SCRIP CODE: MDBQ
SCRIP CLASS: C05

PLEASE RETURN THIS FORM TO THE ADDRESS BELOW:

ROCK ENERGY INC.
2400, 500 4™ AVENUE S.W.
CALGARY, ALBERTA T2P 2V6



